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PREFACE 


At the request of the Royal Commission on Canada’s Economic Pros- 
pects, the Bank of Montreal has been pleased to arrange for the preparation 
of this study of the Service Industries in Canada. While the bank provided 
the staff and facilities for its preparation, the intention and endeavour has 
been to make an independent and objective study and it is to be understood 
that opinions expressed or forecasts made do not reflect the views of the bank 
or its officials or employees as such. 


Grateful acknowledgement is due to the many individuals, firms and 
associations apart from the bank’s employees who have contributed in some 
part to this report. 


Trade associations, notably the Retail Federation of Canada, through its 
general manager, Mr. E. F. K. Nelson, have been particularly helpful. Mr. 
Bruce R. Power and Mr. F. C. Dimock of the Canadian Life Insurance 
Officers’ Association, Mr. H. L. Robson of the Canadian Bankers’ Associa- 
tion, Mr. J. E. Fortin of the Dominion Mortgage and Investment Association, 
Mr. C. Gordon Smith of Credit Union National Association Inc., and Mr. 
Howard B. Moore of the Federation of Automobile Dealers’ Associations 
of Canada are others who have been generous in their assistance. Over 20 
wholesale associations replied to our request for information; the substance 
of their replies forms a special section in the chapter on wholesale trade and 
their names are listed in Appendix C. Useful comments have also been 
received from Mrs. F. L. Montgomery of the Canadian Restaurant Associa- 
tion, Mr. Dalton J. Caswell of the Hotel Association of Canada, and Dr. 
W. D. Piercey of the Canadian Hospital Association. 


Mr. Leo Dolan of the Canadian Government Travel Bureau and Mr. 
Vernon Lang of the Canadian Tourist Association have reviewed the section 
on recreational facilities and the tourist trade. 


A special acknowledgement is extended to the staff of the Dominion 
Bureau of Statistics whose assistance and records have been freely made 
available to us through the kind co-operation of Dr. S. A. Goldberg, Assis- 
tant Dominion Statistician. Mr. H. McLeod and Mr. J. C. Brearley of the 
Industry and Merchandising Division have been especially helpful. Others 
who have extended assistance from time to time include—Miss W. I. Harvey, 
Miss A. G. Wood, Mr. V. R. Berlinguette, Mr. Frank Curry, Mr. D. G. 
Campbell, Mr. D. J. Bailey, Mr. D. Steinthorson, Mr. W. Purcell, and Mr. 


H. O. Taylor. 


Dr. D. E. Armstrong of McGill University read the study in draft form 
and made a number of useful suggestions. 


Finally, we are indebted to members of the staff of the Royal Commis- 
sion, notably Mr. D. H. Fullerton, and Mr. H. A. Hampson, whose co-opera- 
tion, advice and guidance at all times have been invaluable in making a 
survey which it is hoped will meet the Commissions requirements. 


Mr. J. E. Toten has been responsible for preparing this study under the 
supervision of Mr. E. A. Walton, the Bank’s Economic Adviser. Miss Kay 
Morris and Mr. E. de Bellaigue have assisted Mr. Toten in the preparation 
of certain sections, while the bank’s library and statistical facilities have 
been used extensively. 
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INTRODUCTION 


The Role of the Service Industries 


The service industries are generally regarded as comprising all those 
sections of the economy that do not produce goods but do provide a service 
of some kind. They may be conveniently grouped under the general headings 
of trade, finance, commercial and personal services, services provided by 
government departments and public institutions, and transportation and 
public utilities. 


These industries have played a significant part in the development of our 
economy. They provide distribution and marketing facilities for an increasing 
quantity and variety of products. They supply the financial and commercial 
services for the growing business community as well as the financial require- 
ments of individuals. Finally, they make available the personal services and 
conveniences required by a population whose occupations are becoming in- 
creasingly specialized and whose demands for such services and conveniences 
are becoming greater and more diversified as the economy grows in wealth. 
That they have historically played an important part in the development of 
many Canadian cities is well summarized in the following— 


“The expansion of trade, finance and commercial services in Canada was 
accelerated around the turn of the century by the rapid development of the 
specialized wheat economy of the Prairies, and by the exploitation of mineral 
and lumber resources in British Columbia and the Canadian Shield. For a 
time, in fact, the trade, finance and service industries were the chief support 
of many urban centres in the four western provinces. It was also in the two 
decades preceding World War I that Canadian financial institutions de- 
veloped their characteristic centralization, the western communities being 
serviced mainly by branches of organizations having their head offices in 
Ontario and Quebec. Thus these two provinces became the commercial and 
financial centre of the country at the same time as they came to be the man- 
ufacturing centre of Canada. During World War I the production of both. 


to 
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foodstuffs and manufactured goods was further stimulated. The twenties in 
turn saw renewed development of the extractive and processing industries 
as well as expansion of manufacturing facilities, all of which contributed to 
further growth of the complementary trade, finance and commercial services 
sector of the economy.”? 


The Scope of the Study 


While the more general portions of this study cover the entire service 
area, certain aspects of the service industries are dealt with in other studies 
prepared for the Royal Commission. Transportation, for instance, forms the 
subject of a separate paper. The more detailed portion of this study has there- 
fore been confined to the employment and capital expenditure aspects of 
trade, both wholesale and retail, financial institutions, government and per- 
sonal services, and separate chapters have been prepared on each. Some 
attention has also been devoted to recreational services and the tourist 
trade.” 


Employment potential both directly and through the initiating of capital 
projects has been the primary object of investigation and where other aspects 


are touched on they are explored mainly to bring into perspective the primary 
objective. 


Some further points of clarification of the rather loose use of terms in 
this field are worth making at the outset. Frequently in general economic 
writing the terms “service industries” or “tertiary industries” are used to 
designate all those areas of the economy outside the clearly productive in- 
dustries such as agriculture and manufacturing. However, many statistical 
publications use the term “service” to indicate a very much narrower field 
such as those referred to in this study as “personal” or “professional” ser- 
vice. In the pages following and unless the context clearly indicates otherwise 
the term “service industries” refers to the industries covered in this paper. 
Whenever a more restrictive area is referred to terms such as “personal 
service” or “professional service”, etc. have been used to achieve clarity. 


The study does not aim solely to plot the future of the service industries 
in Canada but, within the limits outlined above, to throw some light on their 
past growth and present place in our economy and to suggest possible ave- 
nues of development. Whenever future trends are projected the methods and 
assumptions are outlined in some detail so that those interested may be in a 
position to form their own judgment as to their validity. 


Although the service industries as a whole form a large and growing 
section of the Canadian economy, representing more than one-third of total 


( ‘Department of Trade and Commerce, “Section 5. Investment in Trade, Finance and Commercial 
Services,’ Private and Public Investment in Canada, 1926-1951 (Ottawa, 1951), p. 85. 


“See Appendix A for a list of industries covered in this study, grouped according to Th 
Industrial Classification Manual. ae E ae a 
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employment, there appear to be no definitive or satisfactory background 
studies of them relating either to Canada or the United States and the avail- 
able statistics and source material for Canada are fragmentary and scattered. 
In the circumstances, readily available information together with consulta- 
tion with trade associations had to be relied upon, and intensive research had 
to be limited to the sectors of preponderant importance. 


It is hoped that the Royal Commission will share, in perusing it, some 
of the absorbing interest that the authors have had in putting together a pic- 
ture of a part of the Canadian economy that is surprisingly unexplored, 
considering its significance as a reflection of Canadian living standards and its 
rise within half a century from minor to major importance as a source of 
employment. 


As a concluding note in this introduction, it is suggested that the Royal 
Commission would further increase its contribution to knowledge and 
guidance of the Canadian economy by urging the appropriate authorities to 
initiate more intensive and extensive background studies of the service indus- 
tries and to enlarge and co-ordinate the flow of information about them. 
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THE GROWING IMPORTANCE OF THE SERVICE INDUSTRIES 


Labour Force inthe Service Industries 


The industrial structure of the Canadian economy has changed impor- 
tantly over the years and this has been reflected in a changing pattern of 
employment within the major segments of our economy. 


In Table 1 the industrial distribution of the labour force’ in Canada and 
the United States are compared at decennial intervals over the past seven 
decades. In Canada in 1881 less than one in five persons in the labour force 
was employed within the service industries, including transportation and 
public utilities, while one-half of the labour force was engaged in the primary 
industries of agriculture, forestry and fishing. Manufacturing accounted for 
one person in eight. 


There has been a gradual shift over the intervening years so that in 1951 
nearly half of the labour force was in the service industries and agriculture 
accounted for only one person in five, almost a complete reversal of the 
positions in 1881. Manufacturing employed one person in five instead of one 
person in eight while the construction group has lost ground. Chart 1 drama- 
tically illustrates the growth of the service industries in graphic form and 
its development is particularly striking in relation to the other two major 
groups. 


This rising trend, important though it has been, has still not carried the 
service industries to the relatively important position they have attained in 
the United States. Similar employment shifts have occurred in the U.S., as is 
evident in Chart 2, but service industries occupied nearly 52% of the U‘S. 
labour force in 1950 in comparison with 45% in Canada, a figure reached by 
the U.S. some 20 years ago. In the U.S. the proportion employed in agricul- 
ture in the 1880’s was the same as in Canada, viz. 50%, but by the early 
1950’s had fallen to 12%—much lower than the 19% in Canada. The other 


+See Appendix B for discussion of labour force concept, used in 1951 census, and gainfully occupied 
concept used prior to 1951. 
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THE GROWING IMPORTANCE OF THE SERVICE INDUSTRIES 


main industries of manufacturing, mining and construction have enlarged 
their share of the labour force by about 5% in Canada but all the rest of the 
decline in the agricultural labour force has been reflected in the rise of the 
service industries. In both countries about 34% of the labour force was de- 
voted to non-farm production (manufacturing, mining and construction) in 
1951, but this represents a rise from 25% in 1881 for Canada compared with 
a rise from 30% in 1880 for the U.S.A. 


To simplify these trends still further, the labour force may be divided 
into two segments only—commodity production and construction on the one 
hand and service industries on the other—dividing “not specified” pro rata. 
The shift in the two countries may then be summarized as shown in Table 2. 


Table 2 


PERCENTAGE DISTRIBUTION OF THE LABOUR FORCE, 
CANADA AND U.S.A. 


Canada 
1881 189] 1901 1911 1921 1931 1941 195] 


Commodity production 
and construction...... 81.3 


Gi S6.2) Sveti 
SCEVICG Sete eat o ea ucts, ¢ Nes a 
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Nm 
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No 
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1880 1890 1900 1910 "1920 1930 1940 1950 


Commodity production 

and construction...... Sesh nOSe Summ O4 al memO2 so 54.00 D144 6s 
CEVICG Prt iar oss oiesetotots MANS) PSG Sil SSIS ET AGO RSG SR 
Note: Derived from Table 1. The “not specified” in that table are assumed to have the same indus- 


trial composition as the identified portion of the labour force. Armed forces are included for all 
years under ‘“‘service’’. 


This division serves to re-emphasize the growing importance of the ser- 
vice industries in the two countries and to point up the fact that their relative 
share of the labour force was the same in Canada in 1951 as it was in the 
U.S.A. in 1930. In Canada it is especially striking to note that the percentage 
of the labour force in the service industries increased 242 times between 
1881 and 1951. 


While it is not possible to carry the figures contained in Table 1 on an 
exactly comparable basis beyond 1951, estimates made by the D.B.S. for 
later years based on sample surveys indicate that the service industries’ share 
of the labour force has continued to grow at an accelerated pace. 


The increasing importance of the service industries is in line with econo- 
mic theory in that during this period Canada’s national income per capita 
has been steadily rising. The general principle has been set out in concise 
form by Colin Clark—‘Studying economic progress in relation to the econo- 
mic structure of different countries we find a very firmly established generali- 
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zation that a high average level of real income per head is always associated 
with a high proportion of the working population engaged in tertiary 
industries.”! 


In 1938 Canada’s net national income was estimated at 357 U.S. dollars 
per head and at that time six other countries were said to have a higher per 
capita income.” Since that time, Canada’s income per capita has continued 
to rise and in 1949 was estimated at 870 U.S. dollars, second only to the 
United States with $1,453. 


This illustrates statistically a fact of some relevance and consequence to 
this study, namely, that Canada’s average income per capita is rising faster 
than that of most other countries. While the full ramifications of this on our 
economy are outside the scope of this paper, it points to a substantial increase 
in employment in the tertiary industries as our economy develops. 


While Canada has climbed into second place in terms of net income per 
capita in recent years, it is apparent from the above that we are still some 
distance behind the U.S.A. Moreover, productivity per employed worker is 
undoubtedly higher in the U.S.A.—the difference is estimated by one writer 
at 14% for the non-agricultural sector of the economy and somewhat higher 
over-all,* based, of course, on gross national product data. 


Furthermore, a larger portion of the population is in the labour force— 
42% for the U.S.A. in 1951 in comparison with 38% in Canada. While this 
difference is not unimportant, productivity per worker is probably the main 
key to the differences in living standards and may have a bearing on the 
division of workers between industries shown in Table 1. 


It seems fair to conclude that as a country becomes more developed the 
tertiary industries become relatively larger employers of labour. Proceeding 
from that point into the area of speculation we might say that the very fact of 
increased productivity per worker in the U.S.A. releases additional man- 


power for use in selling goods or for employment in other portions of the 
service industries. 


While we may safely conclude that employment in the service sector 
will increase both absolutely and as a percentage of the labour force, there 
are undoubtedly diverse trends within this very broad category. New and 
important industries have grown up in recent years. Perhaps the largest 
single example in terms of employees is the sale and servicing of automobiles 
and the closely allied service station industry. Another is the large growth 
in government service of one kind or another. 


‘Colin Clark, The Conditions of Economic Progress (London, 1940), p. 6. 


_ 2W.S. Woytinsky & E. S. Woytinsky, World Population and Production: Trends and Outlook (New 
York, 1953), p. 389, 


‘Statistieal Office of the United Nations, National and Per Capita I o, i 
SS em sea aod P pi ncomes—Seventy Countries, 


‘G. D. Sutton, “Productivity in Canada,” The Canadian Journal E. i iti i 
Ge eee Cforonto, ee ee al of Economics and Political Science, 
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On the other hand, domestic servants represented a rather high pro- 
portion of the labour force in 1911. The figure was 103,000 out of 2,724,000 
in that year, in contrast to 80,000 domestic servants in a working force of 
over 5 million in 1951. This, however, is one of the few examples of a 
declining trend within the service sector and our chief object in more 
detailed examination is to investigate relative rates of growth of certain im- 
portant sub-groups in order to arrive at a better picture of how the service 
industries have grown in the past and how they may develop in the future. 


Income Originating in the Service Industries 


In the previous section, the importance of the service industries has been 
discussed in terms of its increasing share of the labour force. In this section, 
the place of the service industries, in terms of their share of the national 
income, will be surveyed. 


Table 3 gives a breakdown of national income for selected years from 
1926 to 1954, with the main divisions of the service industries shown sepa- 
rately. Each main division shown here is discussed later in the appropriate 
chapter devoted to the service industry concerned. 


Table 3 
NATIONAL INCOME BY INDUSTRY, 1926-1954 
(millions of dollars) 
Industry 1926 1931 1936 194] 1946 1951 1954 
Wholesale: trade ee athe 2 35% 155 146 ily7 298 454 863 927 
Pencent ofstotalis, face asses SN7. 4.4 4a 4.5 4.6 5.0 4.9 
Retailtrade sre. es Cas ot 352 336 341 555 957 1,531 1,716 
Percent of totals inna: « 8.4 10.1 9.8 8.4 9.7 8.9 ONT 
Alinta dem peri aia goat sakes 5 507 482 498 853 1,411 2,394 2,643 
PemcentrOl- totals asc. oe os 12 14.5 1) 130 14.4 14.0 14.1 
Finance, insurance 
ANGUTea estate) sieus sia. ci. 390 414 366 459 630 1,180 1,708 
Percentomtotale je cans 9.3 12.4 10.5 Ue 6.4 6.9 9.1 
SOLVICER I tat ees see 503 496 378 533 T22 1,289 1,598 
Remcent OlstOtalens ss oetls)s 12.0 14.9 10.8 8.1 7.9 1.3 8.5 
Goyernment(a) seca eae 320 417 392 860 1,057 1,397 2,041 
Renmcent Ofitotal: a... ccies2c UO 233 aT 392 eye 10.8 Siew 10.9 
Sub-totalepennt ses. whrave oes © 1,720 1,809 1,634 2,705 8.07 Ol Or 60.990 
Pencentiottotals .. seas seo. 41.1 54.3 46.9 An 39.4 36.5 42.6 
PAE Bsa Pan ono een eee 2,465 1,524 1,853 3,858 5,951 10,878 10,784 
Remcentiot totale. aeuk an. 58.9 45.7 Soil 58.8 60.6 63.5 Syl! 
Total national income....... 4,185 3,333 3,487 6,563 9,821 17,138 18,774 
Recent Olstolal- natin rice a 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


(a) Includes government non-business transactions only. Income originating in government business 
enterprise is included in the appropriate industrial groups within the business sector. 
Sources: Dominion Bureau of Statistics, National Accounts, Income and Expenditure, 1926-1950 (Ottawa, 
1951), Table 20, pp. 50 and 51. . 
Dorion een of Statistics, National Accounts, Income and Expenditure, 1951-1954 (Ottawa, 
1955), Table 20, p. 31. 
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Table 4 


INCOME ORIGINATING IN SERVICE INDUSTRIES 
BY SOURCE, 1931-1954 


(millions of dollars) 


Wages, salaries and supplementary labour income...... 1,061 1,657 3,761 5,067 
Percent. of:national income semester errr 31.8 3557 21.9 27.0 
Corporationuprolits sence ererelkeh tre eeeee eit ret tenor 40 213 630 612 
Percentof nationallincome. ace eee eer reer 2 BE 37 353 
Net income of unincorporated business..............+- 331 415 1,007 1,062 
Percent: Of national inCOMe. cs onysie cree eee nertetenere aie 9.9 6.3 5.9 S57 
Investment income(a)ii esses nee erste ete ae eerie 377 420 862 1,249 
Pemcent7or national income rn... eee eer een tre cei i333 6.4 5.0 6.6 
Totalumcome Ol service inGusthiesas-.i- re see tne 1,809 2,705 6,260 7,990 
Percent of nationalancomies ..2 2 -taccieieist eet ieee 54.3 41.2 36.5 42.6 


(a) A major part of this represents mortgage interest paid by persons on residential property. This 
interest is included in finance, insurance and real estate, as all persons paying such interest are con- 
sidered to be paying it in their capacity as real estate operators rather than as persons. 


Sources: Dominion Bureau of Statistics, National Accounts, Income and Expenditure, 1926-1950 (Ottawa, 
1951). 


Dominion Bureau of Statistics, National Accounts, Income and Expenditure, 1951-1954 (Ottawa, 
1955). 


In, order to facilitate an examination of the share of national income 
attributed to the service industries as a whole, the total amount is divided by 
kinds of income in Table 4. It will be noted that investment income in the 
service industries dropped from 11% to 5% of national income in the 20 
years to 1951 but included in this item is an amount representing mortgage 
interest paid by persons, as such persons are considered to be paying it in 
their capacity as real estate operators rather than as persons. The exact 
amount included here is not shown in the national accounts but is believed 
to be substantial. Placing this under finance, insurance and real estate may 
be quite justified statistically, but it does have the effect of increasing na- 
tional income attributed to the service industries without a corresponding 
increase in its share of labour force. 


For comparative purposes it may be of interest to show in brief form the 
service industries share of labour force and national income— 


1931 1941 1951 

Service Industries’ Share of:— (percent) 
Labour force....... spe 30.1 Si..0 36.5 
National income................ 54.3 41.2 BOD 


Six percent of the change in the share of national income attributed to 
the service industries has been accounted for by changes in the amount des- 
ignated as investment income and discussed above. Other reasons for the 
converging trends during this period are probably quite complex but, in 
the main, they reflect some of the characteristics of the service industries. 
It is apparent from Table 4, for instance, that wages and profits attributed to 
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these industries represented 43% of the total national income in 1931 but 
only 31.5% in 1951. A part of this drop undoubtedly reflects the fact that 
a larger percentage of employees of government and financial institutions 
and professional workers of all types kept their jobs and thus maintained 
their incomes in the depression years than did those in other sectors of the 
economy. Furthermore, wages and salaries in many manufacturing, con- 
struction and mining occupations have risen more than in service occupa- 
tions, as shown in Table 5. Factors responsible for this increase are dis- 
cussed in some detail in Chapter XII. 


For all these reasons, although the service industries’ share of labour force 
rose during the period, its share of national income dropped as indicated. 


Table 5 
INDEX NUMBERS OF AVERAGE WAGE RATES 
' (1949 = 100) 

1931 194] 1951 1954 

RETSOMAINSEL VICE Sbgey | teil iota ofals y= ois S21 56.7 110.6 128.6 
IMetaleminin merrell ap ee sre coc. 6 Sle 62.1 121.6 XG 7/ 
WOnsinlichOnerer hits secre Wee. tats 625 60.6 118.6 140.0 
Sleamibrallwaysiuteaeciedks omitsvcre oc0s: Si/a33 64.3 121.9 147.6 
Wiantitachurin gener ert eile: oe «n..oltes AD 5229 120.3 138.5 
Generaluaverdgerrrthioerin nce aad cleus 47.2 59).8) 119.1 137.9 


Source: Department of Labour, Wage Rates and Hours of Labour in Canada, Annual Report No. 37 
(Ottawa, October, 1954) Table II, pp. 20 and 21. 


Note: The term “‘Average Wage Rate”’ is the weighted average of straight-time rates paid to workers 
either on a time or incentive basis or both. 


Table 6 
NATIONAL INCOME BY INDUSTRIES, U.S.A. 
1930 1931 1936 1941 1946 1951 1954 


Wihelesales =). J.1a5-. 4,053 3,181 3,234 3228 10,393 15,922 17150 
Pemeentiof totale... . 5.4 Bes, 5.0 50) 5.8 D7 Si 
Rta es ee = es 8,176 6,562 7,356 12,026 24,024 31,958 34,872 
Percent of totals. 10.8 hte Ties eS iSe4 tS 116 
rade seekers ec « 12,229 9,743 10,590 17,254 34,417 47,880 $2,022 
Per cent of total..... 16.1 16.3 16.3 16.5 19.2 eS 17.4 
Finance, insurance 

and realestate.... 10,592 8,646 6,580 9,172 14,479 22,407 ies) 
Per cent of total..... 14.0 14 VS) 10.1 8.8 8.1 8.1 OFS 
Service At Awahe. cca hes 9,187 7,863 7,479 9,806 17,205 24,754 29,827 
Remecentsot totalee ae MP5 | Bee 12.5 9.4 9.6 8.9 0.0 
Government........ 5,316 5,426 8,108 10,500 22,592 30,192 35,331 
Percent.of totale s5.- 720 9.1 12.5 10.0 1256 10.9 LES 
Subitotalieey. cer. ss: 37,324 31,678 325 46,732 88.693 125,233" B145,055 
Per cent of total..... 49.3 Shu $0.5 44.6 49.4 NSS) 48.4 
AMgothetesce access 38,405 28,030 32,154 57,978 90,884 151,808 154,618 
Per cent of total..... 50.7 46.9 49.5 55.4 50.6 54.8 51.6 
otal Pegs reac. USPS 59,708 64,911 104,710 179,577 277,041 299,673 
Percent ofstotaly «7... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Source: U.S. Department of Commerce, National Income 1954, pp. 176-177 
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National income by selected industries in the U.S.A. is shown in Table 
6. This table is similar to Table 3 which breaks down national income in 
Canada and both show a somewhat similar pattern of changes for the 
service industries, as illustrated below— 


Service Industries’ Percentage Share of National Income 


1O51 1941 1951 1954 


Ganadar ti. 7 wine 54 41 37 43 . 
CE GUA e fae Bet 4 te. cca 53 45 45 48 


Capital Expenditures in the Service Industries 


Turning now to the capital investment originated by the service indus- 
tries, Table 7 shows gross domestic capital investment in current dollars, 
and also in terms of percentages for selected years. 


Table 7 


GROSS DOMESTIC CAPITAL INVESTMENT BY INDUSTRIES 
(EXCLUDING INVENTORIES) 


(millions of dollars) 


1926: . 1931, 1936. (P1945 P9460 OS Te oe 


PEACE. «Me oa eisiars ee ee hee 24 25 LOPS 83 235 BBY t/ 
Pericent:ob total es. eee ee 2.6 2.8 Bod DLP 4.9 Set 6.5 
Finance, insurance and 

réalvestatets weston eee 8 1] 5 6 i153 69 111 
Ber centvor totalmente eens 0.9 ee 0.8 Oe! 0.9 eS 2.0 
Gommercial senvices.2 sneer 18 12 D2) 43 39 108 109 
Per centiofitotalasren.)e cree 2.0 1.4 eu 2.9 23 Dea 2.0 
Institutional services............ 38 Sy 18 9 74 236 329 
Pemcent of. total ere ee eee AN. | 5.9 Bel 2 A, 3) 2 6.0 
SUB=tOtal J... eet eee pa ee 88 100 64 98 PAN) 648 906 
Pemcentrohitotalla ssp eee ORO hl ORS 6. 712 el 4 eee Oss 
Govyerniment(@). eee eee 86 159 110 448 224 595 765 
Per cent of total Mae ete ee oe 9-4 18:0) 118.6 930.6" Sis. lease O meses 
Residential construction. ........ PA 168 139 233 Sail 821 1,178 
Pencent oftotalinsse eee eee 2am 19.1 2BES USO) 21 Ss leo eles 
All thers (223 ie, eee eee 531 454 Qa 684 897 25139922658 
Percent ontotalon--ee eee S729 SIRS 469) 46. 8 2 eo OAS 
Total se ae ic. ete Meee 917 881 590) 1463) 1703S ieee 507 
Pencentiomtotaln eres eee 100.0 109.0 100.0 100.0 100.0 100.0 100.0 


(a) Excluding government-owned enterprises and government-operated institutions and housing. 


Source: Department of Trade and Commerce, Private and Public Investment in Canad 
; ‘a, 1926-1951, 
Outlook, 1953 and Outlook, 1955, Mid-year Review, Table 1, pp. 10 and 3 and 145. 


It is interesting to note that in most years capital investment by govern- 
ments is larger than that of all the rest of the service industries. Including 
government investment the service industries accounted for just over 28% of 
the total capital investment on the average over the selected years, varying 
from a low of 19% in 1926 to a high of 37% for the year 1941. 
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Government capital investment is often influenced by factors somewhat 
different from those that influence the balance of the service sector, and 
some further attention is devoted to this in the chapter on government. 


Apart from the activities of the government, the service industries have 
accounted for an increasing share of the total gross domestic capital invest- 
ment in recent years, rising to a high of over 16% in 1954, up from 10%-11% 
prewar. This increase is all the more striking considering the large and 
spectacular projects that have been executed in other sections of the economy. 


Large increases have occurred in the capital investment made by the 
trade sector, chiefly accounted for by the large sums spent in building shop- 
ping centres and new stores and in remodelling existing stores. Important 
amounts have also been spent by institutions such as hospitals and schools. 


In summary the service sector of the economy accounts for a somewhat 
smaller percentage of gross domestic capital investment than either its share 
of national income or of labour force. But for most years it has accounted 
for between 25% and 30% of the total, including government expenditure, 
and is certainly a vital factor in the size of this very significant sector in 
cur economy, capital investment. 


MAJOR LABOUR FORCE TRENDS WITHIN 
THE SERVICE INDUSTRIES 


UNFORTUNATELY the detailed composition of the labour force is not 
available on a consistent basis prior to 1931. For the census years 1931, 
1941 and 1951 labour force statistics are available under the headings that 
are used throughout the balance of this study and a summary of this informa- 
tion is shown in Table 8. In order to obtain maximum comparability for 
the three years the Yukon and Northwest Territories and the Province of 
Newfoundland have been omitted from this table along with armed forces 
for 1941. 


None of the three years could be termed typical. For instance, in 1931 
Canada was plunging into the great depression. In 1941 Canadians were en- 
gaged in a world war and no less than 315,000 persons were in the armed 
services of whom 251,000 were otherwise gainfully occupied prior to en- 
listment. The census for the year 1951 was taken in June just a year after 
the outbreak of war in Korea and in the midst of the Korean boom. How- 
ever, there would probably be objections to almost any set of years and 
broad trends should be discernible from the statistics available. Both popula- 
tion and labour force rose at almost the same rate, with 38% of the popula- 
tion in the labour force for both 1931 and 1951. 


In Table 9 the figures for total employment by categories have been 
shown as a percentage of employment in the labour force. We have already 
shown in Table 1 and in Chart 1 the general increase that has been taking - 
place in employment by the service industries as a percentage of the total 
labour force and this is also apparent in Table 9. 


The percentages shown for 1941 in this table differ from those in Table 
| as the latter includes armed forces in all years whereas they are omitted, 
for 1941 only, in Tables 8 and 9. 


MAJOR LABOUR FORCE TRENDS WITHIN THE SERVICE INDUSTRIES 
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MAJOR LABOUR FORCE TRENDS WITHIN THE SERVICE INDUSTRIES 


Wartime conditions influenced the distribution of labour between indus- 
tries in many ways quite apart from the movement of persons into the armed 
forces. However, in spite of the influence of wartime conditions it is ap- 
parent that there was a steady growth in the proportion of the labour force 
engaged in the service industries as a whole and in most of the individual 
industries. By far the larger part of the general increase was concentrated 
in the decade 1941-1951 when a rise of 4.4 percentage points occurred in 
contrast to a rise of only 2 percentage points between 1931-1941. In the 
1941-1951 decade personal service declined 2.8 percentage points, and the 
balance of the service industries gained a total of 7 percentage points, more 
than offsetting the one sharp decrease. 


The government category showed the largest increase of any service in- 
dustry in relation to its size, with wholesale trade next. The growth of gov- 
ernment employment is widely recognized and arises in part from the ex- 
pansion in services demanded of and rendered by all levels of government. 
The increase in wholesale trade is rather complex, but in the main it arises 
from a rather large increase in distribution services being provided to in- 
dustry all of which is classed as wholesale trade, rather than an increase in 
establishments servicing retail stores. These trends are, of course, examined 
in more detail in later chapters. 


Male and Female Employment in the Service Industries 


The service industries as a whole have a much higher proportion of 
women workers than other industries. Two of every five persons in the ser- 
vice industries’ labour force were women in 1951 and this proportion has 
held for each of the three most recent censuses. By contrast, in 1951 only 
One in nine employees in other industries were women although this is an 
increase from previous census periods. 


It follows naturally that there are a larger number of occupations in the 
service industries which are generally considered as suitable for women 
employees and which they in turn find attractive. It is frequently the case that 
persons in these jobs are paid lower wages than in other occupations and it is 
probably fair to state that the lower average wage rates paid in the service in- 
dustries are not unconnected with the larger proportion of female employees. 


In previous sections the increase in the percentage of the total labour 
force engaged in the service industries has been pointed out, but an examin- 
ation of the increase on the basis of sex shows up several major trends. On 
the whole there was very little change in the division of men and women 
between service and other industries from 1931 to 1941. (See Table 9.) In- 
deed there are only fractional changes in any one of the service industries 
between these years. 


Between 1941 and 1951, however, a number of very sharp changes took 
place. While there was an increase of 4.4 percentage points in total service 
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labour force, female labour force in the service industries declined percen- 
tagewise (Table 9), while the increase in the proportion of male labour force 
in the service industries not only offset this decline but accounted for the 
over-all increase. 


Furthermore the decline in female employment was wholly accounted for 
by a reduction of women employees in the personal service category, as every 
other category showed an increase, some relatively important in size. It will 
be shown in a later chapter that the reduction arose almost entirely because 
fewer persons are employed as full-time domestics in private households. It 
is interesting to note that if personal service had remained at 31% of total 
female labour force there would have been a very substantial increase in the 
proportion of female labour force in the service industries. 


All categories in the service industries with the exception of personal 
service accounted for 40.9% of the female labour force in 1941 and 50.6% 
in 1951. The largest increase took place in retail trade with a rise Of (373 
percentage points with finance, insurance and real estate next with a rise of 
2.2 percentage points. 


Male employment rose almost six percentage points with almost half of 
this concentrated in the government service, and most of the balance in 
wholesale trade. 


Discussing these major trends in terms of percentage of labour force has 
a tendency to minimize the absolute increases in numbers that have taken 
place. For instance, in the 20-year period 1931-1951 female employment 
in wholesale trade increased more than four times, while male employment 
tripled. Female employment in the government service also tripled, but in 
both wholesale trade and government service the proportion of female em- 
ployment to male was still very much lower than in other service industries. 
(See Table 10.) 


Table 10 


PERCENTAGE OF WOMEN TO TOTAL LABOUR FORCE 
BY INDUSTRIES, CANADA 


(percentage of labour force in each group) 


Group or Industry 193] 1941 1951 
Wholesale trades. cue eles-ssy apcsnn crea mendione suck teherecetone 14.5 15c8 18.7 
Retailstrade scm ats oss ance te eee ole cust Te PEs 3) 26.6 34.0 
Totalitradesi. as ae ee ee te ee oe ee PULA 24.3 29.8 
Einance, insurance and tealiestates.... ..+ cere as 2720 31.6 44.4 
Community and business a. cae ore ieee cnet ee 59.6 60.9 58.8 
GOvVermnmMenth.) berios cer oh ene Ree ee ee eee 13.6 20.4 LAS 
IRECTEACLON ho Has epee taieco or acs? Choa Lace heuete tere: eiees oaee aio 7 YS) DENS 
Personal fae pi. <-- Sparc Gone) Acad beds oc 65.6 Hilal 59.0 
Totaleservicemnadusthies\mc). cr seerrer citation tren 41.2 44.6 40.2 
Gihier induistiiese kon... ccissssn cae ede ena 6.5 8.8 11.7 
Totalilaboursforcesy en. See es cee eee 720 19.8 2954 


Source: Derived from Table 8. 


MAJOR LABOUR FORCE TRENDS WITHIN THE SERVICE INDUSTRIES 


The over-all pattern that seems to emerge from these trends is a tendency 
for all sections of the service industries to increase the proportion of female 
employees except for community and business service which has remained 
relatively unchanged and the personal service section which has shown a 
substantial decrease. While the employment of women shows a decrease in 
the government category in the period 1941-1951 on the basis shown in 
Table 10, when armed forces are removed from all government figures the 
percentage of female employees rises to 23% in 1951 (see Table 74) about 
the same as the rise in total labour force. 
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FUTURE POPULATION AND G.N.P. 


IN MANY respects the service industries are dependent on the other sec- 
tions of the economy and changes in production in the primary or secondary 
industries have far-reaching effects on the shape and size of the tertiary in- 
dustries. In view of this it is considered necessary to make some general 
estimate of the future of the economy as a whole in order to arrive at a 
reasonable projection for the service industries. 


It is manifestly outside the scope of this paper to indicate the lines on 
which our economy is most likely to develop, or on which it ought to develop, 
but we must make some assumptions in this field before we can proceed 
to the more detailed discussion of individual service industries. The very 
minimum assumptions we must make concern population and labour force, 
and gross national product. 


This is not the place to introduce original research in these fields and 
fortunately there are available various other reliable future estimates of 
population, a sample of which is shown in Table 11. It is apparent that the 
Royal Commission estimates shown are approximately the same as other 
estimates and these are the figures used in later sections of this study. 


Estimates of future labour force and gross national product are more 
difficult to find from published sources, but have been made by the Royal 
Commission and their estimates are shown in Table 12 for five-year intervals. 


It should be pointed out that in the case of G.N.P. these are the average 
of a range of forecasts. While only one estimate has been shown here, in 
later sections use has sometimes been made of higher and lower estimates 
to give an indication of the possible range of future development. 
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WHOLESALE TRADE 


SIXTY YEARS ago the wholesalers were a very powerful group in Canada’s 
economic life. A good description of their operation is given by Mr. Gk. 
Burton in very brief form—‘Toronto’s greatness, in the years prior to the 
eighties, was based upon its function as a distributing centre. Therefore, the 
business world into which I stepped as a boy was one in which the whole- 
salers were the great men. 


“In these days, when what the public wants is the first and only criterion 
of business, and both manufacturers and merchants most sedulously govern 
themselves accordingly, it is difficult to appreciate the power of the whole- 
saler who ruled our world within the lifetime of men like me. 


“The wholesaler told the manufacturer what to make. The wholesaler told 
the merchant what to sell. He was the king pin of commerce. The public 
took what it was offered.’’! 


Conditions have changed radically from the day when Mr. Burton first 
entered trade and there appears to be a fairly widespread feeling now that 
the days of wholesaling in Canada are numbered. This is an overstatement 
as will be seen later. 


Unlike some other industries very little economic investigation has been 
carried on in the wholesale trade and detailed information is hard to obtain. 
There is, for instance, no central trade organization for all the wholesale 
industry nor indeed are there many trade organizations that can be called 
truly representative of any particular section. There is the basic problem that 
in many cases one manufacturer will set up distribution through wholly- 
owned branches, while another will deal through established wholesalers. We 
then have two different basic types of distributors competing against each 
other with a similar product. 


This situation frequently occurs in the grocery trade where still another 
competing element comes in. There are now food brokers in this field who 


1C, L. Burton, A Sense of Urgency (Toronto, 1952), p. 42. 


WHOLESALE TRADE 


may or may not carry stocks, but in any case never attempt to provide a 
full line of groceries as does the wholesaler. Instead the broker carries a few 
lines exclusively which he will sell to retailers, chain and department stores, 
wholesalers or large users. A wholesaler in this field on the other hand ser- 
vices retailers and large users but chain and department stores do not, as a 
rule, buy from him nor does the food broker. A manufacturer may distribute 
direct to retailers, as well as to wholesalers, chain and department stores, but 
a food broker would have no occasion to buy from him unless acting as the 
manufacturer’s exclusive agent in a particular territory. 


This complicated structure exists in many sections of the wholesale trade 
and as it is necessary to take a broad view, we must necessarily deal with 
aggregate figures in the main. 

The most extensive and reliable general source of statistical information 
on the wholesale industry in Canada is the decennial census of wholesale 
trade conducted by the Dominion Bureau of Statistics. The information was 
gathered for three years 1930, 1941 and 1951 by means of returns mailed 
by wholesalers in response to requests of the D.B.S. for information. 


As might be expected there is often considerable difficulty in deciding 
when a particular concern should be considered as a wholesaler and when 
it should be classified in some other industry or group. In addition there were 
some changes in definition in different census years, but in general there is a 
high degree of comparability, especially in the broad categories used in this 
study. However, as noted in the tables concerned certain changes have been 
made in census data based in part on the work of J. C. Brearley and M. S. 
Segall in their comparative study “Wholesale Trade in Canada, 1930-1951”. 
These changes have improved the comparability between years in certain 
sub-sections. 

In general all concerns engaged in trade with customers other than 
household consumers are classed as wholesalers provided the establishment 
is mainly engaged in the resale of goods originally purchased. It also includes 
agents or brokers who bring buyer and seller together and many traders who 
buy and sell within the wholesale field itself. 

The census data divides wholesaling into five main categories and Table 
13 shows the number of establishments, sales and employees under these 
headings. In the year 1951 the census gathered figures on over 26,000 
establishments, with total sales of $14 billion and with average employment 
over the year as a whole, including working proprietors, of over 213,000. 
The increase in the number of establishments between 1941 and 1951 was 
quite small but sales and employment increased considerably in the period. 
The dollar value of sales, for instance, increased 174.6% between 1941 and 
1951, in comparison with an estimated increase of 209.5% in retail sales and 
169.7% in the gross value of manufacturing production. Although sales were 
considerably higher in dollar terms the increase in physical volume would be 
much less, of course, because of general price increases. 
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The relatively small increase in the number of establishments in the 
period 1941-1951 referred to in the previous paragraph undoubtedly indi- 
cates that the average size of all existing establishments is larger but does 
not necessarily indicate a consolidation of more business in the hands of the 
largest concerns. Table 14 gives a detailed distribution of sales by size of 
business and shows that 12.3% of all wholesalers with sales exceeding $1 
million accounted for 74% of the total wholesale trade in 1951. By way of 
comparison 12.3% of the total establishments accounted for 77% of the total 
trade in 1941, only a 3% difference in the 10-year period and with a slight 
decrease in sales for these larger concerns. 


At the other end of the scale 41.7% of the total establishments accounted 
for only 2.6% of total sales in 1951. Again there was a very similar pattern 
in 1941 when 36.0% of the establishments by number accounted for 1.8% of 
total sales. This similarity between the two census figures while showing that 
a large part of the wholesale business is done by a relatively few concerns 
does not indicate a disappearance of the small establishments who appear to 
be able to hold their very small share of the business and to continue to 
operate. 


Virtually nothing is known of the many small firms. Of the 20,000 whole- 
salers in Table 14 (which excludes grain elevators) some 8,700 were in the 
smallest class with sales under $100,000 in 1951. Four groups account for 
most of these: ; 


Regular wholesalers 3,340 
Petroleum bulk stations 22309 
Buyers of primary products 835 
Importers and exporters 700 

1,230 


There is some evidence that recent immigrants to Canada have played 
a large part in the small-scale import and export trade and these, being new 
and in some cases experimental concerns, might be expected to operate in a 
small way. Petroleum bulk stations are nearly all either commission stations 
or independent stations, with very few in the salary station class. 


Sales by Class of Customer 


As mentioned in the previous section sales of the wholesaling industry 
include a considerable volume of sales between wholesalers so that the sum 
of sales of all types of wholesalers overstates the actual value of goods movy- 
ing out of the wholesale field. The value of inter-company sales in 1951 
exceeded $2 billion and accounted for almost 20% of all sales. 
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A study of the distribution of wholesale sales by class of customer in 
1951 (refer to Table 15) shows that a little more than one third of all sales 
were made to retailers for resale, 31.8% went to industrial and other large 
users while 12.8% represented exports. Only 1.6% of all sales were made direct 
to consumers. 


The distribution of sales by class of customer varies a great deal between 
different kinds of business since it depends upon the type of operation and 
the nature of the commodity handled. Thus agents and brokers transact 
most of their business with three categories only, industrial and other large 
users, other wholesalers and for the export trade. Wholesalers proper and 
manufacturers’ sales branches on the other hand deal largely with retailers 
and industrial and other large users. 


If we examine sales by class of customer in still more detail to show 
up differences in the handling of various commodities we find the pattern 
is not quite as clear cut. For instance, while agents and brokers transact 
only 12% of their business with the retail trade speaking generally, in the 
dry goods and apparel trade 44.1% of total sales were made to retailers. 


Table 16 
DISTRIBUTION OF SALES BY CLASS OF CUSTOMER, 1951 


Distribution of Sales 


to 
Kind of Business and Industrial and 
Type of Other Large Other 
Operation Retailers Users Wholesalers Consumers Export 


(per cent of total sales) 
Food (except groceries) 
and tobacco— 


Wholesalers proper......-. WS Siok 18.4 122 2.4 
Mfrs. sales branches....... SORT, 13.0 Ds G2 0.2 2.9 
Agents and brokers......-- 1320 6.5 66.8 (a) U3, 
Groceries and food 

specialties— 
Wholesalers proper.......- eS 8.9 10.8 0.5 OFS 
Mfrs. sales branches....... Sig) 1352 VAL ts 0.1 5.4 
Agents and brokers.......- 19.4 3? 61.7 (a) il 
Farm products 

(raw materials)— 
Wholesalers proper.......- eo Sie Sel 2.4 20.3 
Agents and brokers........ 0.8 10.1 34.1 (a) 55.0 
Assemblers of primary 

PLOCUCtS:..ca ts gibson es 3.4 34.3 49.6 0.8 te) 
Chemicals and drugs— 
Wholesalers proper......-- 3080 46.7 132 ORS Pirie 
Mfrs. sales branches....... PES 48.1 20.6 0.1 Bey, 
Agents and brokers........ 19.5 32.0 48.0 0.1 0.4 
Dry goods and apparel— 
Wholesalers proper........ 69.5 229 G2 eat 0.3 
Mfrs. sales branches....... 28.1 51.4 19.9 0.1 0.5 
Agents and brokers........ 44.1 28.8 26.3 0.4 0.4 
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Table 16 (Cont’d.) 
DISTRIBUTION OF SALES BY CLASS OF CUSTOMER, 1951 


Distribution of Sales 


Kind of Business and Industrial and s 
Type of Other Large Other 
Operation Retailers Users Wholesalers Consumers Export 

Furniture and house (per cent of total sales) 

furnishings— 
Wholesalers proper........ ale ib iia | 9.0 a2 0.2 
Mfrs. sales branches....... 47.3 26.9 25.4 (a) 0.4 
Agents and brokers........ 58.8 10.4 30.8 (a) ee 
Automotive— 
Wholesalers proper........ C252 12-5 18.4 652 7 
Mfrs. sales branches....... 80.3 14.8 3.4 0.2 13 
Agents and brokers........ 14.6 9.8 pe 1.1 0.8 
Electrical goods— 
Wholesalers proper........ 39.4 47.6 Le? 1.1 0.2 
Mfrs. sales branches....... 10.6 TS iAy2 529 0.2 0.1 
Agents and brokers........ 12.0 43.2 44.0 0.1 0.7 
Lumber and building 

materials— 
Wholesalers proper........ 34.0 39.1 11.4 3.4 L2e 
Mfrs. sales branches....... 221 20.0 17.8 Oe5 39.6 
Agents and brokers........ 252 9.3 49.6 Oe 15.8 
Paper and paper products— 
Wholesalers proper........ 17.0 SHI 7.8 0.8 36.7 
Mfrs. sales branches....... 38) SEY Hoey, (a) 50.8 
Agents and brokers........ 1.0 15.6 0.7 — 82.7 
Hardware— 
Wholesalers proper........ 49.7 41.3 4.6 4,3 Ov 
Mfrs. sales branches....... 54.4 15.8 29.8 — — 
Agents and brokers........ 20.3 1.3 71.7 0.6 0.1 
Machinery equipment 

and supplies— 
Wholesalers proper........ 16.0 78.2 4.2 1.0 0.6 
Mfrs. sales branches....... 36.5 44.0 10.4 0.2 8.9 
Agents and brokers........ 10.7 66.6 15.0 1s] 6.4 
Metal and metal work— 
Wholesalers proper........ 2.4 44.5 LOZ 0.1 42.8 
Mfrs. sales branches....... 0.5 301 be (a) 39.3 
Agents and brokers........ 6.3 63.1 6.5 (a) 24.1 


a) Less than .05 3 : 
gears IAG: Bree vod M. S. Segall, Wholesale Trade in Canada, 1930-1951 (unpublished manuscript). 


Table 16 shows the distribution of sales for the more important kinds of 
business and it can be seen from these figures that the trades showing the 
greater proportion of sales directly to retailers were those dealing in con- 
sumer goods, such as food and tobacco, groceries and furniture. On the other 
hand the largest part of sales of electrical goods, machinery, and metals go 
to industrial and other large users, as would also be expected. 


Increasing Control of Distribution by Manufacturers 


While not apparent from the study of a single year’s figures, the influence 
of the reorganization of sales methods can sometimes be traced through 
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changes in these figures from one census to the next. For instance, as a 
result of the reorganization of sales methods by several large paper manufac- 
turers the proportion of export sales in the paper and paper products trade 
has shifted from wholesalers proper to manufacturers’ sales branches and 
agents and brokers between the years 1941 and 1951. 


The example cited is one of a number of such changes which have taken 
place in Canada and very naturally raises the question of whether there is 
a trend towards increasing control of distribution by manufacturers. 


Reference to Table 13 gives some support to this as the share of sales 
made by wholesalers proper has fallen from 45% in 1941 to 37.9% nel? 
while manufacturers’ sales branches have risen from 23.1% to 26.5%. In an- 
other instance petroleum bulk tank stations can be divided into three classi- 
fications the largest being “salary stations” operated by the large oil refineries 
and operators. Salary station sales increased four times over 1941 whereas 
those stations that are independently owned and those operated by agents 
on a commission basis increased their sales three times. 


Table 17 


WHOLESALE TRADE BY SELECTED KINDS OF BUSINESS 
AND TYPES OF OPERATION, 1930, 1941, 1951 


1930 1941 ~ 1951 
Kind of Business and Estab. Sales Estab. Sales Estab. Sales 
Type of Operation No.  ($ million) No. ($ million) No. (§$ million) 

Food (except groceries) 

and tobacco— 
Wholesalers proper...... 1,264 295 DATE 404 1,395 854 
Mfrs. sales branches..... 100 85 202 27) 189 274 
Agents and brokers...... 142 50 162 83 110 138 
Groceries and food 

specialties— 
Wholesalers proper...... 561 ON 743 347 823 858 
Mfrs. sales branches..... 191 97 233 116 286 323 
Agents and brokers...... 180 76 259 102 130 145 
Farm products(a) 

(raw materials)— 
Wholesalers proper...... 220 133 305 150 80 136 
Agents and brokers...... 138 181 151 364 Nay 1,345 
Assemblers of 

primary products..... 6,160 328 6,333 368 5,941 1,160 
Chemicals, drugs and 

allied products— 
Wholesalers proper...... 149 35 365 94 Boi 163 
Mfrs. sales branches..... 141 36 2 98 158 259 
Agents and brokers...... 102 20 15 20 42 15 
Dry goods and apparel— 
Wholesalers proper...... 556 102 TAS 126 979 282 
Mfrs. sales branches..... 169 56 176 161 204 274 


Agents and brokers...... 467 73 664 117 SP 192 
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Table 17 (Cont’d.) 


WHOLESALE TRADE BY SELECTED KINDS OF BUSINESS 
AND TYPES OF OPERATION, 1930, 1941, 1951 


Kind of Business and 
Type of Operation 


Furniture and house 
furnishings— 
Wholesalers proper...... 
Mfrs. sales branches..... 
Agents and brokers...... 


Automotive— 

Wholesalers proper...... 
Mfrs. sales branches. .... 
Agents and brokers...... 


Electrical goods— 

Wholesalers proper...... 
Mfrs. sales branches... .. 
Agents and brokers...... 


Lumber and building 
materials— 
Wholesalers proper...... 
Mfrs. sales branches..... 
Agents and brokers...... 


Paper and paper 
products— 
Wholesalers proper...... 
Mfrs. sales branches..... 
Agents and brokers...... 


Hardware— 

Wholesalers proper...... 
Mfrs. sales branches... . . 
Agents and brokers...... 


Machinery, equipment 
and supplies— 
Wholesalers proper...... 
Mfrs. sales branches... .. 
Agents and brokers...... 


Metal and metalwork— 

Wholesalers proper...... 
Mfrs. sales branches..... 
Agents and brokers...... 


1930 1941 1951 
Estab. Sales Estab. Sales Estab. Sales 
No.  ($ million) No. ($ million) No. ($ million) 
104 14 176 28 321 93 
76 11 65 12 81 30 
39 4 97 15 61 23 
158 Dy 561 69 902 349 
77 WS) 43 50 135 316 
31 5) 75 20 32 14 
133 23 229 44 390 185 
164 112 132 134 187 408 
61 8 Sy 8 79 32 
259 68 395 118 698 317 
56 34 44 58 256 303 
70 18 54 29 74 Ti 
124 oD, 233 140 320 213 
49 25 98 50 168 By27/ 
32 29 29 5 31 95 
153 66 224 112 280 247 
32 6 10 5 28 16 
54 6 ay 192 60 20 
386 59 955 208 1,549 606 
220 Si 183 78 580 465 
190 WS) 187 43 166 37 
50 14 91 111 141 AG 
60 51 WS li 104 428 
49 32 p14 38 33 161 


(a) There were no manufacturers’ sales branches in this kind of business in 1930 and 1941 and only 
six in 1951. Assemblers of primary products are shown here because of their importance. 


Source: Brearley, J. C. and Segall, M. S. Wholesale Trade in Canada, 1930-1951 (unpublished manu- 


script), p. 16. 


It is only by examining wholesalers by the type of commodity they handle 
that some of the differences mentioned above become apparent. In the cen- 
sus tabulations wholesale trade is divided into 165 different kinds of business 
in 26 groups cross classified by major types of operation. In Table 17 sales 
and number of establishments are shown for 13 of the 26 principal kinds of 
business for three major types of operation for the years 1930, 1941 and 
1951, representing about 80% of the dollar volume of sales. 
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It can readily be seen that wholesalers proper dominate in the food, gro- 
cery, furniture and hardware lines, while manufacturers’ sales branches 
handle much of the electrical goods, paper products and metals. Agents and 
brokers lead in farm products where grain brokers are an important factor. 


These figures reinforce the argument that manufacturers’ sales branches 
are displacing wholesale middle-men in certain branches of Canadian whole- 
saling. Comparative increases for the following categories are shown below. 


PERCENTAGE INCREASE IN SALES 1941-1951 


Manufacturers’ Wholesalers 

Sales Branches Proper 
Chemicals and drugs 320 164.4 74.4 
Food;and tobaccoMm a... mama. 183.8 P12 
Groceries and food specialties ...... 178.2 146.8 
Lumber and building materials ...... 810.2 168.3 
Machinery tees eee. ee re 497.7 19135 
Hardwatese. Peers Pak 1975) 119.9 
Paper and paper products .............. 560.2 Shee 
MetalsseG.t 0. coats cee) Meee eee 141.6 95.2 


Messrs. Brearley and Segall suggest three major factors influencing this 
forward integration by manufacturers: “(1) the desire by manufacturers for 
tighter control over the distribution of their products; (2) the need for inten- 
sive and specialized selling efforts in certain technical lines; and (3) favour- 
able cost conditions when the manufacturer produces a large variety of 
different products or when his particular products have a high unit value.”! 


Examples of (1) above arise when there is a high degree of style element 
or physical perishability. “In such situations, the closer the manufacturer is 
to the market (timewise or in number of marketing steps), the less his risk 
is Wikely tosbey 2 


Tighter control may also be desirable when it is necessary to design or 
modify the product to meet the customer’s needs, or where a considerable 
amount of servicing is involved. A manufacturer may wish to take over his 
own wholesaling as he finds established wholesalers are pushing other 
brands. In this case wholesalers are sometimes offered an exclusive territory, 
including sales to department and chain stores, in return for the wholesaler 
agreeing to carry only the one manufacturer’s product in the particular line 
concerned, as an alternative to the manufacturer handling his own distribution. 


In addition to cases noted in (3) above, where a manufacturer already 
has a diversified line there have recently been some instances in which a 


1Brearley, op. cit., p. 7. 


2Edwin H. Lewis, ‘“‘Comeback of the Wholesaler,’ Harvard Business Revi Vol. 
(Massachusetts, 1955), p. 117. nde eran 
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manufacturer has agreed to distribute allied but noncompetitive lines of 
other manufacturers to help spread distribution costs. 


Finally a manufacturer may take over his own distributing with the idea 
of reducing wholesale costs, or in the hope of increasing volume sufficiently 
to offset increased expenses, but in any case aiming at raising total dollar 
profits on his entire operation. 


Geographical Distribution 


Wholesale establishments located in Quebec and Ontario handled 58.5% 
of total wholesale sales in 1951 and almost 70% of the sales by wholesalers 
proper and manufacturers’ sales branches. Sales of the assemblers of primary 
products group include a large proportion of grain transactions most of which 
take place at country points and general figures do not give a true picture of 
the concentration of other classes of wholesalers in a few large centres. 


Four large cities—Montreal, Toronto, Vancouver and Winnipeg—in 
order of importance dominate the industry accounting for $8.4 billion in 
sales out of a total of $14 billion in 1951, and the proportion of wholesalers 
other than assemblers of primary products was even larger. It should be 
noted, however, that there was some decline in their relative importance. For 
instance, the proportion of total sales made by wholesalers proper in these 
four cities declined from 64.7% in 1941 to 55% in 1951; similarly, the pro- 
portion of sales by manufacturers’ sales branches dropped from 75.5% to 
68.9%. In other cities of over 30,000 population there was a noticeable in- 
crease in the percentage of business transacted, especially in the manufac- 
turers’ sales branches group (up from 18.3% to 21.9%). In the remainder of 
Canada, outside cities over 30,000, sales also rose; for wholesalers proper 
from 13.6% to 22.2% and for manufacturers’ sales branches from 6.1% to 9.2%. 


This latter development may arise in part from a tendency for whole- 
salers to move to “fringe” areas of large cities, but at least a part of the 
increase outside the four largest cities comes from the expansion of manu- 
facturers into the wholesaling field and the setting up of branches by them 
in major cities across Canada to look after both sales and service required 
at the wholesale level. This trend, if continued, must lead to a decline in 
the relative importance of the four large distributing centres. 


Profit Margins 


Information on profit margins has been gathered by the D.B.S. for cer- 
tain types of wholesalers for the years 1947, 1949, 1951 and 1953. Wide 
variations are shown between the different trades and between different years. 
For instance, the fruit and vegetable trade showed a net profit margin of 
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0.74% on sales in 1953 while hardware wholesalers showed 4.8% and other 
trades studied varied between these limits. 


A survey of profits in 1953 by size of establishment reveals that in only 
two cases, grocery, and fruits and vegetables, do the smallest firms show the 
largest net operating profit on a percentage basis. In the remaining eight 
trades the highest margin is split between large and medium sized concerns. 


Table 18 


GROSS AND NET PROFIT FOR SELECTED WHOLESALE 
TRADES, CANADA 


(percentage of net sales) 


1947 1949 1951 1953 

Trade Gross Net Gross Net Gross Net Gross Net 
DAT MOON. Sooocasacécucpsoo0nax 16.6 4:5. 15.74 233° 1720 Stee Oe Oeene 
Riece 200dSmerae iit ier 18.4. 7.5 1529" 333 (15,27 164 lee ee 
POotwear icin cs ele cece ee re 12.6 9216 12.89 1S AA eee 
Automotive parts and accessories.. 24.5 5.7 25.2 5.2 propecia ly SHI Bes} 
IDM nose bomosoudo OOo Gadd 12.8 2.0) 1215" 9226, 13045 oon ieee 
GLOCENLES oe ieee ee ierekcistiere i, 1.7 FPO SOP Oa 
Bruttstanduvesetablesmerriersner iter 9.1 1.4, .10:6.  1sl p13 BOOM iss aaa, 
Tobacco and confectionery....... 6:9 1 Sel i eey Ie: PAS es 
Plumbing and heating supplies.... 20.5 8.9 19.1 TOE UES) ee Seely nO ree 
Hardware ieee oe igen erie 90.1. 6.7. 19.3. 5.2) 220.5. O:7 Laas 


Source: Dominion Bureau of Statistics. 


Net operating profits have generally been reduced in the period 1947- 
1953 as shown by the figures in Table 18, and reports received direct from 
the trade confirm that this is still occurring. Of course, the effects of reduced 
margins on individual concerns are no doubt offset to some extent by en- 
larged volume per firm, but on the other hand profits shown are average and, 
especially in the very low margin groups, many concerns operated at a loss. 


Some wholesalers refer to the Canadian legislation prohibiting Resale 
Price Maintenance as a factor in the trend toward lower margins as the ab- 
sence of Resale Price Maintenance has enabled large stores to cut prices and 
has led to the rise of discount houses. Manufacturers deal directly with these 
concerns selling at about the same price as they sell to wholesalers and the 
latter have been cutting their own margins in an effort to keep their own re- 
tail customers in a competitive position. 


For comparative purposes, operating profits of wholesalers located in the 
United States are shown in Table 19. The year 1947 is the latest for which 
gross margin data are available, while net profits have been included for this 
year together with the same three later years included in the table of Cana- 
dian Gross Net Profits. In 1947, five of the six trades for which gross mar- 
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gins are included show a higher percentage in the U.S.A. than in Canada. 
For the same year a comparison of net profits of these six trades shows five of 
the six with lower net profits in the U.S.A. 


Table 19 
OPERATING PROFIT OF WHOLESALERS, U.S.A. 
(percentage of net sales) 
1947 1949 1951 1953 


Gross Net Net Net Net 


Dives OOUSEe a Miia ce cine fica cles cienuees 18.0 2.95 0.77 1z50 0.69 
SINGES ic nolo. cib5 6Gnl Snub ODS Denno eee 14.0 2.01 1.16 DEAT leit 
Automotive parts and accessories........... IRS .S) 4.41 2.20 2.89 1.99 
IDYauES | Siarel SUMITEO, J boo cb5 bee Enee aenor i526 2.38 1.80 2.38 1.41 
(GOCE SES. cane. Cabioniod Gd tune eee 11.0 1.47 0.76 0.80 0.79 
resheiruitstandsvegetables. a... oe ..s60.--- (a) 1.64 1.19 oO? 1.95 
MODACCOLPLOGUCIS Sern ec clatecieic cnet oe os cs (a) 0.99 0.88 0.42 0.47 
COnieclhIONnenVematitieee see see clans wiles (a) BYP 0.93 0.46 1.22 
Plumbing and heating supplies............. (a) 4.79 Bal) DAG 1.65 
IRONS o 6 5. S.ak Gob Dob OOO Cee eee 24.0 Bal 4.31 3.06 1.89 


(a) Not available. 
Note: 1947-1951 data from—Dun and Bradstreet, Inc., Behind the Scenes of Business, Revised Edition, 
1952. 


1953 data from—Dun’s Review and Modern Industry, November, 1954. 


Source: Edwin H. Lewis, “Comeback of the Wholesaler,” Harvard Business Review, Vol. 33, No. 6 
(Massachusetts, November-December, 1955), Exhibit II, p. 117. 


Harold Barger, op. cit., p. 84. Note: For Gross Margin data. 


A comparison of net profits in all four years indicates that these are 
lower in the U.S.A. in most trades except those handling food products. 
While gross margins appear to be higher in the U.S.A., because only one 
year’s data is available for both countries, it does not seem possible to draw 
any firm conclusions in this regard. In a later chapter, comparative U.S. and 
Canadian margins for retail trade are discussed, and it will be found that a 
higher gross margin, along with a lower net profit than in Canada, seems 
customary, and it may be that this also occurs in the wholesale trades. 


Unfortunately no records are available to show the rate at which firms 
enter or leave this industry. Dun and Bradstreet list failures which are likely 
to end in loss to creditors but do not include the many discontinued enter- 
prises where loss, if any, is confined to the proprietor. As an indication of the 
latter’s importance the relative average ratio for all business in the U.S.A. is 
estimated at 18 discontinued business establishments for every failure listed 
by Dun and Bradstreet. Failures in the Canadian industry have been climbing 
since the low reached during World War II and were 72 and 73 for 1951 and 
1952 in comparison with 7 for 1945 and 42 for 1941, the first year for which 
figures are available. 
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Share of National Income 


The share of national income attributed to wholesale trade is shown in 
Table 2 for selected years and is estimated at $863 million for the year 1951, 
just 5% of the total net national income, and has been rising since 1926 as 
illustrated by Chart 3. The percentage of national income attributed to whole- 
sale trade in Canada in each year 1926-1953 has been plotted on the chart 
and a trend line fitted by the method of least squares. Several points of 
interest emerge. Since the war the percentage of national income attributed 
to the wholesale industry has been above the line of trend but the two have 
been growing closer in the last few years. If the line is extended into the 
future the percentage should rise to 542% by 1975 an indication of the grow- 
ing importance of this industry in Canada’s economy. 


For comparative purposes a trend line for the U.S.A. has been added 
to the chart (without plotting the individual years) and shows an almost 
identical trend but at a higher level. The difference is about 34 of 1% and the 
increase for both countries does not suggest any significant change in this 
gap. 


It does reinforce the suggestion that in our expanding economy whole- 
saling instead of being regarded as an industry declining in importance must 
be looked upon as a dynamic industry likely to provide a somewhat larger 
share of the national income in future years. 


The argument is sometimes advanced that the wholesaler’s function is 
being taken over from both sides and that he will eventually disappear. On 
the one hand chain and department stores have their own buying and ware- 
housing facilities which endeavour to by-pass both wholesalers and brokers 
whenever possible while, on the other hand, manufacturers set up their own 
distributing organizations which frequently deal directly with retailers. Em- 
ployees of chain and department stores are included with retailers in the 
usual breakdowns, but, in the case of manufacturers the situation is a little 
different. If a manufacturer sets up a separate concern or branch office whose 
principal function is distribution the establishment is regarded as part of the 
wholesaling industry and not manufacturing and its operations are included 
in the census of distribution statistics. 


No separate figures are available for the wholesaling functions of depart- 
ment stores but statistics are available for chain store warehouses. In 1941, 
chain store warehouse employees numbered 1,660 according to the Census 
of Distribution compared with an average of about 5,000 ten years later. 
Total employment in wholesale trade exceeded 213,000 in 195 1, as shown 
by Table 13, so that, while there has been a threefold growth in the numbers 
of employees in chain store warehouses in the period, the total is not large 
in relation to the rest of the wholesale trade. 
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Capital Investment 


Before turning to a more detailed study of the employment potential of 
this industry a brief look at capital investment would seem in order. In Table 
6 gross domestic investment is divided into main categories one of which is 
trade. Capital investment for the trade category has risen sharply in the past 
30 years from $24 million to $357 million and as a percentage of all capital 
expenditure from 2.6% to 6.5%. 


However these figures give no indication of the amount spent by the 
wholesale industry and for this we must turn to Table 20. This further break- 
down reveals that the bulk of the capital expenditure in trade has risen in 
the retail section of the trading industry and for most years the activity in 
wholesale trade is unlikely to have an important influence on the figures for 
domestic investment. 


Employment 


While we may safely say that the investment potential is rather small in 
the wholesaling industry this does not apply to employment, which represents 
about 10% of the total service labour force dealt with in this paper. A refer- 
ence to Table 8 shows that the percentage of the labour force engaged in 
wholesale trade has more than doubled in the period 1931-1951 a much 
sharper increase than would appear warranted by the percentage increase in 
share of the national income, and by the increase in real sales volume. 


Table 21 
INDEX NUMBERS OF EMPLOYMENT IN WHOLESALE TRADE 
(1941 — 100) 

Census of Distribution(a) Index Number(b) Official Census(c) 
Oe CoG Oa Ree 73.8 81.1 — 
oe Sie CORO aero —_ lave Hae: 
+ Uae 00.0 100. : 
ae ae 160.0 166.7 190.9 


(a) Derived from Table 13. 
(b) Derived from D.B.S. Annual Review of Employment and Payrolls (1949 = 100 series), 
(c) Derived from Table 7. 


There are two parallel sources of employment information for trade 
within the census data—the official census compiled from calls made by 
census takers upon individuals and the census of distribution data gathered 
from questionnaires completed by concerns in the industry. To bring the 
information on employment derived from these two sources to a comparable 
basis the two are shown in Table 21 as index numbers together with a third 
source, an index compiled by the D.B.S. on a continuing basis. 
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While all three figures move in the same direction it is apparent that the 
first two are much closer together and lend some validity to the argument 
that the information supplied by the industry through the census of distribu- 
tion is somewhat more reliable. A comparison of the census of distribution 
figures with estimates of total labour force shows some differences from the 
percentages shown in Table 8. 


EMPLOYMENT IN WHOLESALE TRADE AS A 
PERCENTAGE OF LABOUR FORCE 


1930 1941 1951 

Labour, Force...:... tk 3:921,833(31)) ,4,195,951 S,2c0nlas 
Employment 

(Census of 

Distribution) .......... 91,664 129,174 213,506 
Per. Cents cee eee DAG) Sa 4.0 
Per cent shown in 

Table 8 (Main 

Gensus) 04.0 :.to een 1.6 2.4 audi 


While the data are rather too slim to make any definite assertions the 
percentage derived from the census of distribution has been increasing at the 
rate of about one-third in every decade and this increase would, if continued, 
place about 5% of the total labour force in wholesale trade by 1961 and over 
9% by 1981. 


A comparison of increase in employment in this industry with increase 
of sales is contained in Table 22. In order to arrive at some estimate of 
productivity, sales have been deflated by using the index of wholesale prices. 
The result indicates an increase of approximately one-third in real volume 
between 1941 and 1951 and somewhat more than this in the period 1930- 
1941, 


Table 22 
WHOLESALE TRADE—CANADA 
COMPARISON OF SALES AND EMPLOYMENT 

1930 1941 1951 

Sales ($000,000) «eo de ieee elewee ve eae 3,141 5,235 14,377 
Price Index (1935-39'=100) 5 here pee ee eee 112.9 116.4 240.2 
Deflated’ Sales ($000,000) kee a ecient 2,782 4,498 5,985 
Indextof:defiatedisales #454... ae eee 61.9 100.0 133.1 
Employment «2s. eek oe HO aoe eee ee 91,664 129,174 213,506 
Average weekly hours worked..............+-+- 48 49 43.7 
Total hours worked per week (000’s)............ 4,400 6,330 9380 
Index/ofhours, workede. eee eee 69.5 100.0 147.4 


Defiated sales per employee — 
adjusted for man-hours ($000)................ 30 35 28 
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Employment figures for each of the years 1930, 1941 and 1951 have 
been multiplied by an estimate of average weekly hours worked to obtain 
total hours worked per week. There was an increase of almost one-half in 


total man-hours worked for 1941-1951 and somewhat less than this for the 
period 1930-1941. 


While we must have reservations as to the validity of these two series, 
a comparison appears to give some indication of a small increase in employ- 
ment in proportion to sales apart altogether from the reduction in hours of 
work. This impression is substantiated by opinions expressed by some of 
those engaged in the trade. The main reason given for this trend is the in- 
creased service now being given by wholesalers. They not only sell goods to 
the retailer but give him advice on accounting, advertising and merchandising 
problems generally and this requires more employees in relation to sales. 
Establishments servicing industry are also required to give more service than 
in the past. 


Several sections of the wholesaling industry have reported renewed and 
vigorous efforts in the last few years to decrease labour costs. The most 
commonly reported were improved methods of handling goods, the intro- 
duction of cash and carry methods, reduction of credit terms generally, and 
reduced delivery services. It is too early to say whether or not this will lead 
to a reversal of the squeeze on profit margins noted above or affect the 
number of employees required in relation to sales. 


Views of the Trade 


Letters were sent to 42 associations of concerns engaged in the whole- 
sale trades asking for their opinions on current conditions in the trade. Useful 
replies were received from individuals connected with 21 associations and 
their names are shown in Appendix C together with a copy of the letter sent 
to all associations. Many of the replies received went far beyond a simple 
answer to the questions put and gave excellent summaries of the present 
position in the particular wholesaling industry concerned. 


While a summary of answers to our specific questions does not give an 
adequate picture of the excellent letters received, they are most interesting. 
There were nine answers to the question—“Is wholesaling in your line failing 
to grow relatively because of the loss of business by small retailers to chain 
and department stores?” Six replied yes and three replied no. In answer to 
the question—“Is it more or less costly to handle a given quantity of goods 
asa percentage of dollar sales now than a few years ago?’ —eleven answered 
yes more costly, one said it was less costly while five said there was no 
change. Obviously those who answered that there was no change did ne 
on to reply to the question—“Do you think the costs have now stabilize ! 
Of the 11 who did reply to this question five said yes and six said no. 
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In reply to the last question—“Are methods of operation changing?’”— 
eleven said that methods were changing and five said there were no changes, 
except for refinements that are always being made in almost every line of 
business. 


In general, replies received tended to confirm trends already indicated 
by statistical information. For instance, a number of wholesaling associa- 
tions mentioned the effect of the ban on resale price maintenance. This has 
led to a considerable volume of price cutting in certain trades, notably in 
cigarettes and tobacco, which were mentioned more than once, resulting to 
some extent in the transfer of retail business from small independent retailers 
to retail chains. As a consequence wholesalers have lost volume and have 
also cut their margins to help independent retailers to compete. At the same 
time they are adding other allied lines with better margins in order to stay 
in the wholesaling business. 


The growing trend for manufacturers and retailers to deal directly with 
each other was mentioned frequently. This appears to have resulted in a 
sharp reduction in the number of wholesalers in some areas. Mr. Saunders 
of Halifax points out in his letter that in 1900 there were 12 wholesale dry- 
goods houses in Halifax; today there is one. In the same year there were 
14 wholesale grocers and today there are four. 


As noted above, about half of those who replied said that conditions in 
the industry were changing and proceeded to describe in some detail pre- 
cisely how they were changing. An important trend was the tendency for 
wholesalers to develop retail outlets. In the case of lumber industry these 
are usually direct branches of the wholesaler while in the case of other trades 
such as the grocery trade, retailers are grouped under a common name, for 
whom the wholesaler supplies standard advertising, grants special discounts 
and other assistance in return for the bulk of their trade. - 


Methods of distribution in the industry are changing in order to reduce 
cost and increase efficiency. Some wholesalers have set up “cash and carry” 
establishments along the lines of a modern supermarket and this system is 
even being tried in the wholesale plumbing business. Some specialized types 
of wholesalers, such as tobacconists and candy jobbers are reducing cost by 
reducing service; deliveries are made once or twice a week instead of daily. 
Credit is being more closely watched and many wholesalers are dropping 
from their lists altogether the very small retailer whose business is costly 
to handle. 


The way in which companies with their own retail dealer outlets are 
taking over the function of wholesalers is well illustrated by the brief descrip- 
tion of conditions in the automotive supply trade included in a letter from 
Mr. Thomas H. Whellams. 


WHOLESALE TRADE 


“Perhaps the greatest change in the wholesale distribution of auto- 
motive supplies comes through the practice of car manufacturers and 
oil companies requiring their retail outlets (dealers in the case of car 
manufacturers, and service stations in the case of oil companies) to 
stock parts and accessories supplied by them or by a distributor who 
has exclusive access to such outlets. We refer to what is known as 
“tied sales” where retail outlets are required to buy from one source 
or are not permitted to handle so called “foreign” brands to those 


supplied by the parent companies. We feel this practice should be 
classed as restrictive trade. 


“In other words, the distribution picture has changed to the extent 
that we now have car manufacturers, oil companies, retail distributors 
doing their own warehousing, and manufacturers selling direct to the 
retail trade. Most of this used to be done by the wholesaler. All of 
these different ways of distribution play an important part in the auto- 
motive aftermarket industry and will likely continue to do so, with 
each segment performing a particular function and handling different 
and changing types of supplies as the trend in design and operation 
of the cars and trucks changes from year to year.” 


Unfortunately there were very few replies from wholesaling organizations 
representing those who deal with industrial products. The several replies 
which do fall into this field, however, clearly indicate that conditions are 
quite different here. 


These concerns do not seem to find the manufacturer taking over their 
functions to the same extent. The wholesaler’s customers in this case usually 
purchase for use in further processing, often in response to specific orders. 
It was pointed out, for instance, that printers do not as a rule carry in stock 
the many types of paper and supplies that might be required to fill orders, 
but rather depend on the wholesaler to carry “well-assorted and adequate 
stocks from which the printers’ requirements can be supplied immediately 
upon demand.” 


The difference in approach is simply that a retailer usually loses the sale 
of an item if it is not in stock at the time an enquiry is made for it. The 
intermediate processor such as a printer, on the other hand, makes little 
attempt to carry extensive stocks but depends on his wholesaler to supply 
many items when required. 


Conclusion 


The trend of employment in this industry on the basis of a percentage of 
labour force has risen faster than its share of national income. Yet wage 
increases seem to have kept pace with other industries. It would appear that 
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profit margins have been squeezed over a period of time and this is confirmed 
by reports from wholesalers’ associations and by the figures in Table 18. 
While increased volume has compensated in part for lower margins, it seems 
that many firms have been forced into a position where repeated operating 
losses have occurred and, especially in the last few years, efforts have been 
made to increase profits by improved methods. While marginal concerns are 
bound to lose out in this situation it appears that there is little danger of the 
industry declining in importance as it provides an essential service to the 
community. 


As in all industry there is a definite trend toward shorter hours. In 
addition to this there are some indications of a trend toward the provision 
of more services in the wholesale trade. These two factors together with the 
upward pull of generally increasing business (assuming a continuance of this 
trend) should lead toward increasing employment. 


Offsetting this to some extent is the squeeze on profit margins now going 
on which will lead entrepreneurs to look for ways and means of increasing 
efficiency in order to handle more goods with relatively fewer employees— 
a trend already affecting several types of wholesalers. 


While manufacturers are taking over more of the field through wholly 
owned outlets this tendency leads towards more employees rather than less. 
The trend toward forward integration on the part of manufacturers also leads 
to a somewhat different point of view of profits and costs. A manufacturer 
may be quite willing to allow the wholesaling section of his enterprise to 
operate with a very small profit or none at all; and may further hand as much 
of the servicing as possible to this division. This latter may account for part 
of the decline in the importance of the four large centres of distribution 
noted on Page 35, as manufacturers are interested in providing service on a 
more widely spread basis. 


In assessing the future of this industry one factor of importance is the 
surprisingly widespread nature of its function. As pointed out previously 
only one-third of all sales are made to retailers. The future of the whole- 
salers engaged in this section is tied to their ability to provide a useful service 
to the smaller retailers and to the ability of independent retailers to make 
sales in competition with other outlets such as chain and department stores. 


Another third of the industry is engaged in supplying machinery and 
materials to manufacturers or other large users, or in supplying the construc- 
tion or transportation industries, and their future is naturally tied to that 
of their customers. About one-eighth of all sales are for export and the in- 
terest and future trends of these concerns may not always coincide with the 
remainder of the industry. 


As pointed out previously, there is not as much detailed information 
available as might be desirable. Partly for this reason, it appears to be neces- 
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sary to take a very broad view of possible developments, relating the future 
of the industry to the general trends which have operated in the past. 


One method of projecting future employment is simply to extend the line 
of trend for the employment figures as shown by the Census of Distribution, 
which works out at 377,000 for 1980. This, of course, ignores many chang- 
ing factors including the trend toward shorter hours and probably under- 
estimates future employment. 


Another projection of future employment may be constructed by extend- 
ing the trend indicated by the D.B.S. index of employment maintained on a 
monthly and annual basis. (See Table 21). Based on employment shown by 
the Census of Distribution in 1951 and on the line of trend of this series for 
the period 1930-1954 extended to 1980, employment in the wholesale in- 
dustries would be 410,000 at that time. This estimate lies about mid-way 
between the two outside estimates shown here, but also fails to take into 
account the trend toward shorter hours. 


As pointed out above, average hours worked is a very important factor 
in the numbers employed in the industry—much more important than in the 
case of some other sectors of the service industries where a higher percentage 
of the labour force are self-employed. Instead of assuming an increase in 
the rate of employment in line with increases in the 1930-1951 period as in 
the first method outlined above, we might turn to total hours worked (line 7 
of Table 22), and assume an increase in this figure at the rate indicated for 
1930-1951. This projection works out at approximately 16 million hours 
for the year 1980. Average hours of work in this industry are estimated at 
36.8 per week in 1980 based on the changes in the years 1944-1953. 
Dividing average hours worked per week into total hours produces a figure 
of 435,000 as the approximate employment in this field in 1980. This 
method takes into account one more factor than the others outlined and is 
the one used in the over-all projection. Wholesale employment of this size 
would represent 4.4% of the projected labour force in 1980, in contrast with 
3.7% in 1951, 


It will be seen later that this is not as large an increase in terms of per- 
centage of total 1980 labour force as predicted for some other service indus- 
tries. In part this is based on the belief that pressures being exerted on the 
industry to use improved methods, including automation where applicable, 
will lead to increased productivity per man, and thus tend to hold down the 
total numbers employed. 
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Forms of Outlet 


There have been three complete censuses of retail stores in Canada 
covering the years 1930, 1941 and 1951. Every establishment which was a 
recognizable place of business, engaged mainly in the selling of merchandise 
to household consumers was included in the coverage of all three. Prior to 
these dates information on Canada’s retail trade is incomplete, but much 
information of a non-statistical nature is available from which changes in 
the industry can be traced. In general the development of trade has largely 
paralleled that of the country itself and it may be traced from the pedlar 
and small general store of the frontier or early settlement days to the 
numerous forms of retail distribution which exist in our modern complex 
society. 


In the history of Canadian retailing many new forms of distribution have 
appeared but by and large the older ones remain although they do not con- 
tinue to have the same relative importance as in former years. Thus, the 
pedlar, the trading post and the general store still exist in Canada today. 
The development of the department store, the mail order house, the chain 
store system, the supermarket and the shopping centre have all taken place 
at various stages but have not completely displaced the older forms of dis- 
tribution. 


Perhaps the first significant development in Canadian retailing after the 
very early stage was that of the specialized independent store which grew 
and flourished pretty much in pace with the growth of settled communities. 
The first really new mechanism that appeared was the department store, 
which was actually a collection of individual stores under one roof. It was 
made possible in part by the growth of Canadian cities both in population, 
industrialization and wealth. This increasing industrialization and urbaniza- 
tion led some active general store merchants to move into the larger cities. 
For instance, Timothy Eaton moved from a small general store at St. Mary’s 
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to Toronto in 1869. Robert Simpson moved from Newmarket to Toronto 
Tag Resa 


The development of the mail order company followed naturally. In a 
country of great distances and scattered populations such an organization 
was an obvious way of bringing the department store into the homes of 
Canadians at points distant from the larger centres. 


The opening of the west following construction of the Canadian Pacific 
Railway and the increase in population after the turn of the century brought 
an expansion of the Canadian market and with it the rise of Winnipeg and 
other western cities as centres of distribution. Department stores including 
the Hudson’s Bay Company, The T. Eaton Company and Robert Simpson 
Company established branches in many cities but did not attempt to set up 
their own manufacturing facilities on a large scale and, in the main, this 
policy has continued. 


The extent of our national boundaries and the distribution of our small 
population have given Canadian trading establishments a character of their 
own and partly as a result they have developed differently from those in the 
United States. For instance, mail order departments were set up by the 
large department stores instead of being separate institutions as they were 
in the United States. Indeed in Canada it is impossible to segregate statis- 
tics of mail order concerns from those of department stores as their opera- 
tions are so closely interlocked. 


The development of the chain store largely represented a structural 
variation in ownership. The stores themselves were much like good inde- 
pendent stores but it was the management aspect that differed. Thus the 
early chain grocery stores were small units comparable to independents, dif- 
fering only in the number, owned by a single management. 


The two most recent innovations are the supermarket and the shopping 
centre. The supermarket is usually a grocery store with a meat market pro- 
viding a minimum of service and serving a fairly wide area. To a large de- 
gree both the supermarket and the shopping centre have been products of 
the change in Canadian life brought about by the motor car and the move- 
ment of the population to the suburbs. 


As Canadian cities have grown and the number of automobiles has in- 
creased, particularly in recent years, there has been a corresponding increase 
in the difficulty of moving into and out of the downtown areas. Even if this 
situation had not existed the modern shopping centre would probably have 
appeared; certainly it would have appeared on the perimeter of our large 
metropolitan centres. The location of thousands and sometimes hundreds 
of thousands of people on the outskirts of cities and the sheer distance from 


1George G. Nasmith, Timothy Eaton (Toronto, 1923) p. 70. 
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the downtown or main shopping areas has probably made the rise of the 
shopping centre inevitable. 


Three factors of importance influenced the changing nature of our re- 
tail establishments over the years. Perhaps the most important has been a 
steady movement away from the farms in Canada. Increasing urbanization 
bas meant an automatic increase in retail trade as the city dweller buys much 
more of his food, as well as some other commodities such as fuel, than does 
a similar family living in the country. 


Secondly, even for those families who remained on the farms, changing 
tastes and habits have reduced drastically their self-sufficiency. Most signs of 
a subsistence economy have disappeared and rural dwellers are very large 
purchasers of consumer goods, frequently by means of mail order catalogues. 


The rising number of women in the labour force has increased family 
dependence on prepared food items and increased patronage of restaurants, 
both factors affecting our retail trade per capita. Unfortunately we do not 
have reliable figures for retail sales prior to the thirties although a partial 
census of trading establishments was conducted for the year 1923. Retail 
sales per capita were $342 in 1931, doubling in 1951 to $685, both figures 
in terms of 1949 dollars. 


One further development should be noted at this stage, the discount 
house. Discount houses have purchased durable consumer goods in large 
quantities at bargain prices and have cut sharply into the share of the market 
held by other concerns. They have proved that it is possible to move goods 
in volume at a very low mark-up for a short period, but it remains to be 
seen whether or not such concerns will become a permanent feature of our 
retailing system. 


The Importance of a Fixed Price Policy 


An important factor that is sometimes overlooked is the fact that the 
growth of large stores was made possible by a fundamental innovation in 
marketing technique—the institution of a single fixed price for each article. 
A century ago there were no price tags on merchandise and the actual 
amount charged for a particular item was a matter of bargaining between 
customer and store-keeper. As stores grew larger it became more difficult 
for a merchant to keep control over a number of clerks and real progress in 
point of size was only possible when a single fixed price was set for each 
article on a take-it-or-leave-it basis. Among other advantages this reduced 
sharply the chances of fraud on the part of employees, an ever present danger 
when prices are flexible. 


When Timothy Eaton opened his store in Toronto in 1869 he adver- 
tised—‘‘We propose to sell our goods for cash only—in selling goods to 
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have only one price.”! This was a revolutionary idea and it was freely pre- 
dicted that his store would not last long. While Timothy Eaton was probably 
the first merchant in Canada to follow this practice, a few stores were already 
doing business on this basis in the United States including Wanamakers of 
Philadelphia and A. T. Stewart of New York. 


While most stores followed Eaton’s in due course and instituted fixed 
prices the system was never universal and even today there are some com- 
modities for which prices are flexible. Partly because of the trade-in feature, 
automobile prices have usually been a matter of negotiation, and in recent 
years other articles have also tended in this direction. In terms of retail 
productivity this is probably a retrograde step as it takes longer to handle 
sales on the basis of bargaining, and requires more supervision. 


Size and Scope of the Industry 


A summary of the principal statistics for retail trade is contained in 
Table 23 which divides the industry into nine main sub-headings. Retail 
trade is one of Canada’s major industries and in 1951 the census of dis- 
tribution gathered figures on over 153,000 stores with sales of 10.7 billion 
dollars and average employment over the year as a whole including working 
proprietors, in excess of 680,000. The increase in the number of stores be- 
tween 1941 and 1951 was only about 12% but sales more than tripled and 
the number of employees and working proprietors increased 44%. 


It should perhaps be noted here that, while the figures shown in Table 
23 are based on the census of distribution carried out for the years 1930, 
1941 and 1951, some changes have been made on the basis of subsequent 
information. It has not always been possible to carry through these changes 
to other tables dividing retail stores on different bases—for instance, by size 
of establishment as in Table 25 or by type of store as in Table 26. These 
latter tables and others similar to them therefore differ slightly in total from 
Table 23. 


Examination of Table 23 in more detail shows the most significant 
changes appearing in the automobile group and in the general merchandise 
group. In the former, sales have risen from 14% to 24% of all sales between 
1931 and 1951 while the number of establishments and number of employees 
have risen only two percentage points and nearly three percentage points 
respectively. The general merchandise group, which includes both general 
stores and department stores, has fallen eight percentage points In relative 
sales but only 1.3% in the number of stores with employment about the same 
percentage for both years. 


1George G. Nasmith, op. cit., p. 72. 
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RETAIL TRADE 


There is some evidence of a growing efficiency in the industry as indicated 
by the increasing volume handled per employee. Using figures taken from 
the table, sales per employee are as follows:— 


1930 1941 £951 
Sales per employee in 
current dollars 7,300 7,200 15,700 
Sales per employee in 
1949 dollars 9,700 10,400 13,800 


One factor influencing the enlarged productivity per employee is the 
average size of the stores. Table 24 divides establishments according to the 
size of their sales for 1941 and 1951. The most significant change between 
these two years is the disappearance of nearly 40,000 stores from the cate- 
gory with sales of less than $10,000 per annum. It can be presumed that 
these stores or their successors have moved up into the next larger category, 
that with sales between $10,000 and $50,000 which has become the largest 
category. An upward grading has taken place all along the line and the group 
with the largest stores, those with sales over $500,000, has increased in num- 
ber from 413 to 2,625 and in proportion of sales from 19% to 34%. 


There still exists a wide disparity between the larger and smaller stores 
in spite of the over-all increase. For instance, in 1951, 70% of the stores 
had sales of less than $50,000 and accounted for about 20% of the total sales, 
whereas about 5% of the stores accounted for nearly 50% of the total business. 


Included in the food and beverage section of this industry are a large 
number of restaurants and other eating places, but in spite of this the bulk 
of the sales made by the retail industry are sales of goods in the ordinary 
course of business. Statistics taken from the 1951 census showed that receipts 
from sales of meals totalled $431 million, wholesale sales made by retail 
stores $325 million, receipts from repairs and services $218 million leaving 
a presumed balance of retail sales of goods of $9,679 million out of a total 
$10,653 million. 


Offsetting these to some extent are the retail sales made by the wholesale 
trade and by other service establishments. Sales direct to household consum- 
ers by wholesale establishments totalled $180 million in 1951, and while 
only 78% of all establishments supplied sufficient information to warrant 
inclusion in this table of the wholesale establishments (Table 15) it is under- 
stood that most of the firms omitted were country grain elevators whose re- 
tail sales would likely be relatively small. 


Sales of meals and merchandise reported by other service establishments 
totalled $313 million in 1951. The hotel and tourist camp group reported 
the bulk of these —$65 million receipts from sales of meals and $197 million 
receipts from sales of merchandise. 
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RETAIL TRADE 


Forms of Organization 


It is apparent that there has been a trend towards concentration of more 
of the business in the hands of corporations and partnerships. In 1951 for 
instance, corporations represented 11% of the number of establishments but 
accounted for 45% of the sales, whereas individual proprietorships represent- 
ing 75% of the number of the establishments handled about 38% of the sales, 
a decrease of eight percentage points from 1941 (see Table 25). We have the 
more precise statistics for a short period only, but this information ties in 
with general data to which reference has already been made. 


While it is apparent that the corporate and partnership form of organi- 
zation is becoming more popular, it does not follow that chain and depart- 
ment stores are growing in relative importance. Table 26 divides retailers 
into three main categories—independent, chain and department stores for 
the years 1930, 1941 and 1951 with sales for 1953. 


During the period 1930 to 1951 sales of both chain and department 
stores have fallen somewhat as a percentage of all sales, although of course 
sales in absolute figures have risen substantially in all categories. Indepen- 
dent stores including automobile dealers, garages and service stations have 
increased their share of sales from about 69% in 1930 to nearly 75% in 1951. 
Sales figures for 1953 indicate little relative change from the percentages for 
1951. 


However, while it is true that independent stores as a whole have in- 
creased their share of total sales, a large part of the increase arises from 
increased sales by concerns connected with the automotive industry. Most 
automotive establishments are classed as independent and their percentage 
of sales has risen from 12.6% of the total to 23.4%. Other independent stores 
have lost nearly five percentage points, department stores four-point-four 
percentage points while chain stores other than automotive lost .7%. 


If the sales of automotive dealers are taken out of the sales picture, sales 
of the remaining concerns represent the following percent of total. 
PERCENT OF TOTAL SALES, EX. SALES OF CONCERNS 
CONNECTED WITH AUTOMOTIVE INDUSTRY 
1930 1941 1951 1953 


svat pots velcri( eh ner 65 65 68 67 
(neh. <0 ne oe 20 22 v4) 22 
Department stores’............. 15 13 it 
iat a) ee 100 100 100 100 


On this basis of comparison changes are less striking but do indicate that 
the independent store has been more than able to hold its own against the 
other forms of distribution. 
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While the reasons for this are varied, perhaps the most important is the 
effort made by independent retailers to compete with chain stores by means 
of co-operative wholesaling and introduction of improved methods of opera- 
tion such as self-service, elimination of charge accounts, etc. 


These facts belie the generally held impression that chain and depart- 
ment stores have gained an overwhelming dominance of the retail trade. It 
is a fact, however, that most of the recent innovations have come from these 
two types of organizations and the independent store has tended to change 
methods to keep abreast of changes elsewhere. 


Retailing has always offered to the enterprising newcomer an opportunity 
to make a start in ownership with modest capital. However, with the increase 
in size of the average store the opportunity for the small investor may be 
shrinking. For instance, because of the rise of the gigantic supermarket, with 
its large investment requirements, newcomers would venture into the grocery 
trade today with far more hesitation than ever before. There are however, 
still opportunities for small specialized establishments to flourish both in the 
older shopping areas and in the new shopping centres. 


Instalment and Charge Sales 


Details of instalment and charge sales in Canada are shown in Table 27 
for 1951. For this year, while the total of sales financed on instalments was 
more than double that for 1941, the percentage of all sales actually fell 2.3% 
and in some categories the reduction was even more spectacular. For in- 
stance, in 1941, over 50% of the sales of furniture, household appliances and 
radios were sold on the instalment plan whereas only 30% were sold on this 
basis in 1951. A similar situation exists for automobile dealers where 35% of 
their sales were made on the instalment plan in 1941 and only 22% in 1951. 
Both of these years, however, were affected by credit restrictions. Credit 
restrictions were introduced by the Wartime Prices and Trade Board in 
October 1941 which affected the figures for that year. Restrictions were 
again imposed in Canada in the fall of 1950 and increased in the spring of 
1951, so that the statistics gathered by the census in either year can hardly 
be considered as typical for the industry. 


Figures for instalment and charge sales in 1953 are shown for nine types 
of stores in Table 28 which give a better picture of the importance of charge 
and instalment sales. 


There is little doubt that the convenience of selling on charge accounts 
is widely used by the public and is a necessary part of the service provided 
by stores in many lines. Instalment selling while concentrated in the concerns 
selling durable consumer goods, is also growing rapidly in all fields. In this 
case varying charges are made by the stores and income from this source is 
frequently very important to the operating profits of concerns selling on an 
instalment basis. 
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Table 28 
INSTALMENT AND CHARGE SALES, 1953 


Total Sales Charge Sales Instalment Sales 


($ million) Amount Per Cent Amount Per Cent 
($ million) of Sales ($ million) of Sales 


Department stores........ 1,024.7 215.8 PALS | 146.1 14.3 
Motor vehicle dealers..... 2,284.0 517.0 226 987.3 43.2 
Menisiclothing-ecn. eae 214.1 S55 25.8 6.6 8}5l 
Family clothing.......... 208.8 52.0 24.9 11.4 Sigs) 
Women’s clothing........ 219.0 45.6 20.8 6.1 Ds 
Hardwarex i. secon eee 248.5 86.4 34.8 eS 4.6 
unnittine secs oc trae 195.1 42.3 PA 7h 86.4 44.3 
Household appliances 

ANGIPAGIOS steerer 284.4 49.5 17.4 NADL 50.1 
VEWellerviryeit oe ee eer 120.9 Dey) 21.1 2D 18.8 


Source: Dominion Bureau of Statistics, Retail Consumer Credit, Vol. X, No. 4. 


Geographic Distribution 


In Table 29 sales of Canadian retail establishments are divided into five 
regions for the years 1930, 1941, 1951 and 1954. Each of the regions has 
been fairly stable in its share of total sales. Over the 20-year period 
Alberta sales showed the greatest percentage increase with a gain of almost 
400% in contrast to an average rise of 290% for the whole of Canada. It is 
interesting to note that the increase in Alberta was accompanied by an in- 
crease of only 18% in the number of stores in contrast with an average rise 
of 23% in the number of stores in the whole of Canada. 


Table 29 
GEOGRAPHIC DISTRIBUTION OF RETAIL SALES 


(millions of dollars) 


1930 1941 1951 1954 


Atlantic /Provinces(a)iaeoes ae wo etn eee 197 279 899 1,025 
Peizcent, offtotall arc ee eer eee ee ee eae U2 8.2 8.4 8.5 
L © J 7~) oY = Cyan AMI EEE crs CRO hes aie Cpe atteen id 8 Ce te 646 820 2,443 2,798 
Percentvioh total tea ee. co. ee are 23.6 24.0 22.8 2352 
Ontanlonie er oe eae ee ee eae eee 1,091 1,388 4,130 4,634 
Pericentiol.totalinmaters an ec amine. steer ae 39.9 40.6 38.6 38.4 
PLAairie:PTOVINCES Bee rere otal ae ee 551 609 Dis \op2 2,359 
Per centiol total seers. coe, ee ee AD. 17.8 19.8 19.6 
British Columbia, Yukon and 

iINorthwestelieritonies massa een oer, eee eeeee 251 318 1,100 1,250 
Rericentiof total gaewn..5 een ie ee eter aa ORD, 2).8" 10.3 10.4 
Total 08. 2 oe, ee ete ota eee 2,736 3,415 10,693 12,066 
Pet cent ofstotal reve te cee, cee 100.0 100.0 100.0 100.0 


(a) Includes Newfoundland in 1951 and 1954. 
Source: Dominion Bureau of Statistics, Retail Trade, 1954. 
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Table 30 
GROSS AND NET PROFIT FOR SELECTED RETAIL TRADE 


(percentage of net sales) 


Trade 1938 1948 1952 
Gross Net(a) Gross Net( a) Gross Net( a) 

Unincorporated stores: 
RITOCEDY tas fit. ts St 16.0 4.5 14.0 Sa 13.8 Sw 
@ombimation= ~-s...5. 17.4 4.1 14.6 4.4 14.6 4.1 
INieata eee Tosca os tu. Pip iee a6 16.6 535 Wee 6.1 
Fruit and vegetable..... — = Maio 6.5 L7ES 5.6 
Confectionery sco s. — — 19.1 8.5 18.8 13 
Mens clothingta. 4. 4./. 2Siau), 7.0 25.9 11.9 26.6 10.0 
Women’s clothing. ..... 29 1 4.6 25.8 10.4 26.8 7.9 
Family clothing........ Die 4.4 23.4 10.0 24.4 8.9 
SHOCS Ser eareee ets, 2g 29.8 6.6 26.5 PS Td 10.8 
FA ALOIWaAne ace ae cote si--- 25.6 5.5 QA 11.5 25.9 10.4 
GEMICUTOm ene Get fires: 3315 4.3 26.7 9.6 OTS 8.3 
Appliances and radio... — — 27.4 DES 26.4 7.8 
Billinorstations.as a.+ aa... 21.6 (Gye 19.0 6.2 20.1 229 
Gata SeSheae es coicis tiers be 83,1 Dav 26.2 7.8 29.9 8.3 
General stores.o.%5...). — — Set 6.0 14.6 Su 
IRESLATINOMUSRM ee in sraeie.+.« 40.2 4.6 Sie 6.9 38.9 7.6 
[EUSA 3 Sho clos Gon ae ae DV at 35S. 20.4 5.4 20.4 4.6 
IDI SSpesee a saree wikis ess - — 28.4 basi, PAS ER 12.0 
We WENET Veer eet us is 40.2 — 39.1 1553 39.5 14.2 
ODACCO Learn AS ote 215 Se 16.5 7.9 16.5 6.8 
Incorporated stores: 
Men’s clothing. . ...)2..). —_ -- 28.6 6.4 2973 3.0 
Women’s clothing...... — — 28.5 Sa 29.3 2.8 
Family clothing........ _ — 28.8 6.0 29.8 ss) 
SHOES Sire otis twra eee: « — —_— Bai TASS 30.0 32 
TATGIWALE ar mertPae Gute one's _ -— 26.2 6.5 O73 uh 
| EIN YS) bis. ARs gs PC ate — — 19.9 jaya 2200) 1.6 
I Dae eae he Somes — — SO) Diets 34.1 5.4 
WEWellenyrime stamuccie cies —- — 40.8 4.4 41.8 3.3 
Deparment... 0. oi. = — — . 32.4 1.7 
Retail chain stores: 1947 1949 1953 
GTOCCEV! aye eres eae ese bs 16.8 2.4 16.0 3.0 15.0 sey: 
Gombination=@ ty... 16.0 AP) 15.6 DES 16.5 Bee 
NS Oe Gaon eee 20.5 3.3 17.6 0.6 ie a 
Men’s clothing......... 30.0 TS 2904 3.6 arte ne 
Women’s clothing. ..... Be One 29.4 4.1 By) : 

‘ : .0 2.0 
Family clothing........ 26.4 5.6 30.2 Dat 31 
SHOCS Ee act eke tos 3-+ 30.8 6.5 30.8 4.9 31.6 4o 
IN ATIOUY sb ct at Geen atc J1a7 13.0 She 3 37.8 sys 
USS ae Rae fees ane 34.2 5.4 SRN) 3.0 33.8 pe 
Pianhure.s 2 sie). 32.6 7.8 35.1 4.0 31.8 D.- 


(a) Before income tax and proprietors’ salaries. : ee 
Note: Department store data from Mr. E. G. Burton’s brief to the Royal Commission. 


Source: Dominion Bureau of Statistics. 

On a provincial basis Ontario accounts for almost 40% of all the sales 
and Quebec for about 23%. Well over half the market in Canada 1s therefore 
located in the two central provinces and this fact is important especially to 
the manufacturers of goods for the domestic consumer market. 
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Operating Ratios 


Statistics have been gathered for a number of years by the Dominion 
Bureau of Statistics on the operating ratios of certain retail stores. The gross 
and net profit for selected retail trades is shown in Table 30 for the latest 
year, 1952 or 1953, and for two earlier years when available. It seems evi- 
dent from these figures that the gross profit of retailers in the unincorporated 
classification has fallen appreciably between the years 1938 and 1952. On 
the whole, incorporated retailers or retail chain stores have been able to 
maintain their gross margins and even in many cases increase them. 


While it would appear from the figures that unincorporated stores now 
show a larger net profit than formerly, the other two classes show a reduced 
net profit. This can be explained in part by the fact that net profits of unin- 
corporated stores are before proprietor’s salary or withdrawals while in the 
cases of incorporated stores or retail chain stores all salaries and withdrawals 
have been paid before arriving at net profits. | 


Table 31 
COMPARISON OF GROSS MARGINS AND 
INVENTORY TURNOVER 
Gross Margins 
Canada USA 
Inventory 
Turnover Unincorporated Incorporated Chain All 
Per ear Stores Stores Stores Stores 
(1952) (1952) (1953) (1954) 
ASS Np in A RAG oe ee 39.5 41.8 — 44.4(d) 
SOCO ma dEe ee niet nr 2.0 Die 30.0 31.6 37.1(d) 
PP Ard Ware «rc 22 savas Dia D5 a9) 2723 — 29.4 
Family clothing........ 223 24.4 29.8 31.0 30. 1(b) 
Men’s clothing......... DS 26.6 29.3 30.9 3509 
Fimnitures.4,...400.... 2.4 27.8 a 31.8 38.0 
Variety chain.......... 3.8 se Re 37.8 37.6 
Department stores. ..... 339 = 32.4 ea 35.7(c) 
Drug SLOTS. 228 -i2.2 > «. 329 2971 34.1 3358 33u4 
Women’s clothing. ..... 4.8 26.8 29.3 Si S 34.4 
peace: and radios... 544 26.4 = a 34.0 
MOCELY /..fu eng dete. ears 13.6 — : 
ee Mee 13.8 15.0 15..9(¢) 
grocery and meat..... ih 14.6 — 
Filling stations........, PAV TT 20.1 = ae 23 6(b) 
Restaurants asses. eee B5nS 38.9 = — 47. 3(a) 
Mea erie tae 5 | 53.3 17.5 ie ie 20.7 
(a) 1950 
(b) 1951 
(c)) 1952 
(d) 1953 


Sources: Canadian margin figures extracted from Table 30. Department store data from Mr. E. G 


Burton’s brief to the Royal Commission. U 
fer Thirty-Five Lines of Retail Tiane (New one lossy rastreets tn OOS nae Bae 
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On the whole, therefore, it seems fair to conclude that net profit margins 
have been squeezed in recent years. The effects of this squeeze On margins 
has been offset to some extent by the higher volume in recent years per store 
and per employee, both of which have been pointed out previously in other 
connections. 


Another interesting point brought out by these figures is that where there 
are similar trades in all three groups, unincorporated stores have the lowest 
gross margin, with incorporated stores next and chain stores the highest. In 
shoes, for example, the gross margins are 27.7%, 30% and 31.6%, as shown 
in Table 31. These percentages tend to confirm the generally held impression 
that the larger concerns are able to buy at lower prices and achieve a higher 
mark-up without necessarily charging higher prices. Of course, in many cases 
the incorporated store and the chain store buy direct from the manufacturer, 
assuming themselves the wholesaling function with the additional expense 
involved. 


To make a proper comparison of distribution costs we should add the 
wholesaler’s margin to that of the small retailer and compare this with the 
margin shown for the chain or department stores. Assuming both wholesalers 
and chain or department stores bought from manufacturers at about the 
same price this method would give a valid comparison, but insufficient in- 
formation is available to pursue the question further. 


In addition to the disparity noted between margins for different classes 
of stores, there is an even wider difference btween different kinds of trades. 
Grocery and general stores had gross margins of 13.8% and 14.6% in 1952 
whereas jewellery stores and restaurants had gross margins of 39.5% and 
38.9%, to list only the trades at the two extremes. In general the margins 
often represent some measure of the service provided. The modern grocery 
stores and supermarkets not only do not grant credit but endeavour to per- 
suade customers to serve themselves and reduce service generally to the 
lowest possible minimum. Furthermore, processing and packaging of food 
is generally carried as far as possible by the manufacturer in contrast to the 
problem of furniture dealers for instance, who must unpack shipments from 
manufacturers, assemble and display the merchandise and sometimes make 
minor repairs before delivery. 


While grocery stores provide a minimum of service the modern large 
department stores offer extensive facilities. Charge, instalment and deposit 
accounts are extensively used. The return privilege is used and abused at 
great cost to the store. Department stores move customers from floor to floor 
by elevator and escalator, offer varied restaurant facilities and normally have 
either a garage or parking lot attached. Cloak rooms, post offices and rest 
rooms are only some of the services supplied. 

In these great air-conditioned stores with their display of varied mer- 
chandise, their multiplicity of credit facilities and their other services, in- 
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tangible satisfactions appear which, while they undoubtedly add to the cost 
of the goods sold. are the product of public demand. The store that does not 
supply some such satisfactions, expensive though they may be, will undoub- 
tedly fall behind in the competitive race. 


In addition to the general nature of the service, the rate of stock turnover 
has some bearing on the margin of profit earned in different trades. As shown 
in Table 31 jewellery stores have the lowest average turnover and the highest 
gross mark-up. While there is a far from exact correlation in general those 
lines with high rates of turnover have lower gross margins and the two are 
not unconnected. 


Table 31 also includes figures for gross margins as a percentage of ‘net 
sales for 16 lines of retail trade in the United States. It is interesting to 
note that these are higher than for similar types of stores in Canada in almost 
every case. Gross retail margins are also available in Harold Barger’s study 
of distribution in the U.S.A.! While the most recent data from this source 
are for the year 1947, comparison of this information with Canadian margins 
confirms the impression gained from more recent figures shown in Table 31 
that retail margins are usually noticeably higher in the U.S.A. than in 
Canada. 

Net profit margins are more difficult to compare as the United States 
figures include different types of stores in one figure, whereas in Canada 
there are wide differences between the unincorporated stores and the other 
types. However comparing available United States net profit? figures with net 
profits of Canadian incorporated and chain stores there seems to be about 
an equal division between those trades yielding a higher net profit in Canada 
in spite of lower gross margins, and those with a lower net profit. 


Rates of Failure 


As pointed out in a previous section, it is relatively easy for a newcomer 
to start up for himself in the retail trade, but because of its highly competi- 
tive nature the life of many establishments in the industry is traditionally 
short. In connection with the 1941 census, statistics were gathered on date 
of inception for over 100,000 stores. These showed that about 38% of all 
stores had been in operation for four years or less and an even higher per- 


centage was true for individual proprietorships and partnerships. A similar — 


table appearing in the 1930 census shows that about 13% of all stores were 
one year old or less and 40% four years old or less. These figures, of course, 
do not indicate the number of failures but are of some assistance in judging 
the rate of turnover in the industry. 


Rates of failure in retail trade are published by Dun and Bradstreet and 
their figures include only failures of concerns where loss to creditors are in- 


‘Harold Barger, op. cit., p. 81. 
“Dun & Bradstreet, op. cit. 
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volved. For the year 1954 they reported almost 1,000 failures in the retail 
trade; a figure not exceeded since the depression year of 1933. The number 
of failures has been climbing each year since the low of 58 in 1945. In the 
late 1930’s failures were between 500 and 700 each year and were again 
within this range for the years 1950 and 1953. 


A recent survey of the survival of business concerns in the United States 
indicates that retail stores have the highest rate of turnover, and it is very 
probable that a similar situation exists in Canada. A summary of the survey’s 
findings reads in part:— 


“Wholesale trade firms have the best survival record: three-fourths sur- 
vive their first full year of operation, half survive about three years and about 
30% survive more than 10 years. At the other end of the scale are firms 
classified in retail trade where three-fifths survive their first year and about 
one-sixth reach the age of 10 years.”' 


Share of National Income and Gross Domestic Investment 


The percentage distribution of national income by industry is shown in 
Table 2 and the figures do not indicate any definite trend for retail trade. In 
the late thirties the percentage of national income attributed to retail trade 
was about 9.8% for four years in a row and this same percentage was in evi- 
dence for the years 1948, 1949 and 1950. Since the Korean war, however, 
the percentage has been lower—8.9%, 9.1%, 9.2% and 9.1%. From a long term 
point of view there does not seem to be any definite trend either up or down. 
Similar data for the United States is available in Table 5S and this indicates 
that over 11% of the national income is allocated to the retail sector. In con- 
trast to Canada the United States shows a definite upward trend which could 
easily carry the percentage above 13% by 1970. 


In connection with gross domestic capital investment, however, the fig- 
ures have reflected the large expansion on new plants made in recent years. 
Table 20 divides capital investment in trade into main headings from which 
it can be seen that the bulk of the expenditure remains in the field of inde- 
pendent stores. This very large capital expenditure in recent years has arisen 
in large part from construction of shopping centres and supermarkets and a 
continuance of the large capital expenditure probably depends on the devel- 
opment of the industry as a whole. A trend line based on this sample alone 
would be highly misleading because of the very large differences between 
the four early years and the later ones. 


Characteristics of the Market 


The Canadian market has grown mainly for two reasons, because popu- 
lation has increased and because incomes of Canada’s working force have 
risen. There has been a consequent increase in the ability of people to spend 


Betty C. Churchill, “Age and Life Expectancy of Business Firms’, Survey of Current Business, 
Vol. 35, No. 12 (Washington D.C., December, 1955)5. DP. Los 


65 


ROYAL COMMISSION ON CANADA’S ECONOMIC PROSPECTS 


more on goods and services. While it is true that Canada’s population has 
increased every year since 1900, the record of incomes has been somewhat 
less steady. In an address to the Canadian Retail Federation Dr. O. J. Fire- 
stone turned to a study of gross national expenditure back to the turn of the 
century as an aid in measuring the size of the Canadian market. He pointed 
out that the market has grown at a compound annual average rate of 3.62% 
over this period, 1.97% of which was related to population growth.? 


The relationship of retail sales to gross national expenditure over the 
past quarter century shows a remarkable stability except during the war. 
Table 32 gives the relationship between these two and shows for nine pre- 
war years that the average was 49.3% with no year below 48.3% and none 
above 50.7%. In the postwar years the average has been 50.3% with a range 
of 48.1% to 52.8%. 


iO. J. Firestone, “Canada’s Growing Market and Retail Trade’’, Address to the 12th Annual Con- 
ference of the Canadian Retail Federation, May 3, 1954. 


Table 32 


COMPARISON OF GROSS NATIONAL EXPENDITURE 
AND RETAIL SALES 


(millions of dollars and percentage) 


Retail Trade 
Gross National 2 


Expenditure Sales Per Cent of G.N.E. 

1930s eM A ere: ae 5,546 736 49.3 
p51) Galt ae me 4.560 2305 50.5 
1933.0. Se eee eee 27161 1.908 50.7 
ORS. hg) coke Oe eee 3°552 1773 49.9 
HOGA lodge. te ee 4.034 1.984 49.2 
OE CI 4345 2105 48.4 
AO3G cc eee ae 4,701 2,289 48.7 
fOs7 el eee 5.355 2593 48.4 
{ORG fodicae te teen: 5.233 2.530 48 .3 
LORGH: , Chek aero CLE gee ae 5.707 2578 45.2 
ERAS RIMM 3 a ee ee 6.872 2.935 42.7 
{oar ee Sele 8,517 3,415 

C7 DA | ere a 10,539 3,619 ae 
RH Goto, baie eee es, 11.183 3.786 33.9 
HOA ae Cig el Re ae 11.954 4.093 34.2 
(OAGN See cake tt wee 11.850 4.573 38.6 
LOAGERT ee ee ee 12,026 5,787 

Sc Is CRO aE Bath 13.768 6,963 ae ‘ 
TORS eine diame Gis 15.613 7,835 50.2 
OT ie iad gi vo aa 16,462 8,532 51.8 
POS ae Ae eye ee oie 18.203 9.617 52.8 
CRT Seen aE OR mn re 21,474 10,693 

1952 POM atin! RMAs 23,255 11,532 49.6 
1953.0 eee 24.449 12.126 49.6 
054 Ae iy teeh od ea 24.041 12.066 50.2 


Source: Dominion Bureau of Statistics, 
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Table 33 
PERSONAL DISPOSABLE INCOME AND RETAIL SALES 


(millions of dollars and percentage) 


Personal Disposable Retail Trade 
Income Sales Rergcent) of) P-bit 

MSO lS sPacg nes Chefs, tar cyeiina' ops 4,292 2,736 Bist 
|RSS pects au Nee re 3,629 2,305 63.5 
NOB DEI CIS AL ad tracert 3,001 1,908 63.6 
OB eerie eee Peo oat ales Daa: gS 63.9 
MO SAT. rctave steetnarietsioe aot 3,879 1,984 64.4 
LORI Oe gates Henan CINE 3,293 2,105 63.9 
193 Ohne ores toed Salas chordal sus 3,482 2,289 65.7 
Oe ibgceetr Sits 5 tare es 3,930 2,593 66.0 
NOR re nairan His cuaaiced Din cere Rae 3,975 2,530 63.6 
OES Ie Aare oe ote ae hone 4,208 2,578 61.3 
NOAOEE oon a teste at eins 4,808 2,935 61.0 
1 SSF ee atirteaaedete ase Abad BAe 5,600 3,415 61.0 
NDAD at one ter Peptide this ieitos 6,980 3,619 51.8 
OASIS rex: Gueaic Cree ci cuarsea itis 7,478 3,786 5 50:6 
DOGG ree «Dee ei as id sie 8,164 4,093 50.1 
MOA SHAR sera ere iid chars 8,430 4,573 54.2 
MDA Give a aercte Med se ni fareites « 8,965 5,787 64.6 
OVA R aR S pin at ia Ro ede ee 9,599 6,963 T2-5 
CUR eae e cold emu a Ta 7,835 ORS 
SV pac othe aaa ni Pda 11,968 8,532 as) 
LOS OM eae cae oe 12,682 9,617 Wha 
OS ee eee eh eee eee aa 14,663 10,693 72.9 
Sa ecage e ramiras big SESH BIE 15,753 11,532 Wis? 
LOSS ee ere ase iti te 16,725 12,126 IDS 
154 Aotistes SS RAS a. t 16,747 12,066 120 


Source: Dominion Bureau of Statistics, Sales—Retail Trade of Canada, 1954. 


Table 34 


RETAIL TRADE—PERCENTAGE DISTRIBUTION OF TOTAL SALES 
BY COMMODITIES 


Per Cent of Total 


1930 1941 1951 

PNICONONCIDEVENALES seer eas hoe hata de ere ae ee Ba 4.6 4AaT 
Roodandikindredsproductsen aa aie aor eee. DY SS 25.6 24.0 
Glothingiandfootwealwrrm 4 ewe ens Aes 15)o 55 (55) 1255 
RULOMOUVE nae Tete Soe es eee ls ai 16.1 22.0 
INOMCIECIUIPMENUsneelae fe pets eae toe hes «i/o os 8.8 Woe 8.5 
Building materials and hardware...............-. 5.9 4.6 SAS) 
I DYAUTS 78 md PODS 00.5 o ONC OR rae, Te aa 2.9 DEA. OD 
SUING DA e 5 anc aslo GEIS S gies RAEN SIG IS ee 14.4 16.7 14.3 
Buc andatCepwaeeae fon orton ee dS oe tek eas 4.0 Bes Dea: 
Receipts from sale of meals and lunches........... 3.0 sad 3.9 
100.0 100.0 100.0 


Sources: Dominion Bureau of Statistics, Census of Canada, 1931, Vol X (Ottawa, 1934), Table 26A, 
je 


D.B.S., Census of Canada, 1941, Vol. X, Part I (Ottawa, 1944), Table 24, p. 474. 
D.B.S., Census of Canada, 1951, Vol. VII (Ottawa, 1954), Table 23, p. 23-1. 
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Table 33 shows the relationship between retail sales and personal dis- 
posable income. Here the average for nine prewar years was 64.3% and for 
nine postwar years 71.7%, considerably different from the one percentage 
point change in relationship of retail sales to gross national expenditure. It 
is popularly supposed that retail sales vary more or less directly with per- 
sonal disposable expenditure but these figures indicate that the relationship 
between retail sales and gross national expenditure is more stable. Perhaps 
one explanation for this situation is the growing importance of retail sales 
to business and government establishments. For instance, there is nO way of 
telling what proportion of the automobiles sold are used for personal reasons 
and what proportion are used for business reasons. 


The change in the pattern of trade is pointed up by the figures shown 
on Table 34 where the sharp increase in percentage of expenditures on auto- 
mobiles from 13% in 1930 to 22% in 1951 stands out. When this is coupled 
with the fact that sales in current dollars quadrupled in the period, the in- 
creasing dominance of this one industry takes on added importance. The 
only other item to show an increase was that for receipts from sale of meals 
and lunches which rose from 3% to 3.9% of the total. 


The sharpest percentage declines were shown by food and clothing, 3% 
in each case, both of which may be tied in with the fact that the increasing 
average wealth of Canadians permits a larger share of dollar expenditure on 
items other than these necessities. Another and perhaps more important 
factor is the volume of retail sales going to business and government estab- 
lishments whose purchases of food and clothing would be relatively small. As 
mentioned above, it is this factor that may help to explain the relatively 
stable relationship between gross national expenditure and total retail sales. 


Employment 


Table 23 shows the number of working proprietors and the average 
number of employees over the year as a whole for the three years covered 
by the census of distribution. This figure has risen from 370,000 in 1930 
to 679,000 in 1951. The percentage of the labour force engaged in trade on 
this basis has risen from 9.4% in 1930 to 11.4% in 1941 and 13.1% in 1951, 
a rise of about 2% in each decade. These figures include, however, a number 
of part-time employees. For instance, in 1951, working proprietors totalled 
about 150,000 while paid employees varied between a minimum of 455,000 
and a maximum of 604,000. 


For comparison we may turn to the figures in Table 8, which lists the 
employees in trade for one week in June of the year concerned according to 
the official census. To those employed by retailers in this table we must add 
restaurant employees who are included under personal service in the census 
but shown as a separate figure in Table 56. The two figures together are as 
nearly comparable as possible with the census of distribution data shown 
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in Table 23 and represented 9.6% of the labour force in 1931, 10.0% in 
1941 and 11.3% in 1951. In this case while the trend is in the same direction 
the difference from year to year is not as large as the figures received from 
the industry through the census of distribution, nor is the proportion of the 
labour force engaged in trade as high for 1941 and 1951. As noted above 
probably the main explanation for the difference lies in the problem of part- 
time and seasonal employment. 


There is considerable seasonal employment in retail trade which, of 
course, tends to vary with the product carried by the merchant. Generally 
sales and employment rise at Christmas and to a lesser extent at Easter 
and other special occasions such as Mother’s Day. While some products 
such as clothing and automobiles are subject to wide seasonal fluctuations 
these are frequently offset in different sections of the industry, the divergent 
tendencies being cancelled out to some extent in figures for retailing as a 
whole. The amplitude of seasonal employment variations in retail trade in 
Canada as a whole is 13% i.e. the difference between actual peak and trough 
levels of employment expressed as a percentage of average employment. 


Merchants endeavour to offset the effect of seasonal demand by the em- 
ployment of housewives, students and others not continuously in the labour 
force as part-time or extra help particularly at the Christmas period. For 
this reason, the impact of seasonality on retail trade employment is rather 
less of a problem than the statistics would suggest. Other means used to 
offset seasonal fluctuations are the movement of employees from department 
to department, introduction of self-service and advertising compaigns all of 
which tend to reduce the influence of seasonal buying. 


Retailing is generally considered a low wage industry and average weekly 
wages are considerably lower than the composite of all industries ($39.95 per 
week against $49.61 in 1951). As pointed out in previous paragraphs, em- 
ployees may be divided into two groups. One group represents career people 
who plan to spend their working lifetime in a trade, another numerically 
large group is represented by those who seek relatively short time employ- 
ment, mostly women looking for a few years’ employment between school 
and marriage. It is often from this latter group that relief employment comes 
for peak periods after the employee has ceased to be classed as a permanent 
one. 


The first group, the career people, probably have as satisfactory incomes 
as their opposite numbers in most other types of employment. For the very 
large number of office employees wages would tend to be more or less 
parallel to similar employment by other industries in the same location. 


The average of wages and salaries is brought down by the large number 
of employees who perform the very simple operations of assistance in selec- 
tion of merchandise for the customer, wrapping, making change etc. Not all 
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sales persons, however, are in receipt of relatively low wages. For two 
reasons they may, indeed, be highly paid. One reason for high income is 
the combination of keenness, ability and sales technique, the other reason 
is the combination of these with product knowledge of an expensive or com- 
plicated item, e.g. the major appliances. 


There is very little unionization in this industry. Based on agreements 
forwarded to the Department of Labour, a little more than 26,000 retail 
trade employees are covered by about 300 collective bargaining agreements. 
This represents less than 5% of the workers in comparison with about 40% 
of workers in non-agricultural occupations generally who are covered by 
collective agreements. In part the reason for this low unionization is the 
white collar nature of most occupations and relatively heavy turnover of 
employees. Turnover is highest among sales personnel because of the large 
number who are employed on a seasonal basis only, or, in the case of female 
employees, for the relatively few years between the end of education and 
matriage. 


More attention is being paid to the education of future store executives 
than ever before. This is illustrated by the development of the three-year 
course in retail merchandising at the Ryerson Institute of Technology in 
Toronto, by the retail school at Sir George Williams College in Montreal, 
the junior executive course at McMaster University in Hamilton and similar 
developments in other parts of the country. 


Opinion of the Trade 


The Canadian Retail Federation has provided considerable background 
material for this section of the study and the following paragraphs on the 


outlook for Retail Trade is a part of the material supplied by that organi- 
zation. 


“We feel that the development of Canadian retailing is closely tied to 
the social changes and growth of personal wealth in the country. The average 
Canadian appears to have reached the position where he or she has a con- 
siderable amount of disposable income over and above the requirements for 
the necessities of life. It would seem reasonable, then, to assume that as long 


as this situation continues great demands will be placed upon the distributive 
system. 


“There is no particular indication that we can see that manpower require- 
ments will be reduced. The changes that have taken place in Canadian 
retailing over the past years would seem to verify this. For example, the 
self-service feature of supermarkets undoubtedly builds up requirements for 
non-selling staff in warehouses, for stock supply and arrangement, etc. De- 
partment stores, too, currently have requirements for slightly more non- 
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selling staff than sales people, and in their case this appears to suggest that 
services Outside of the actual handing over of merchandise are involved. 
Office staffs, delivery people, etc., are indications of this. 


“The future for Canadian retailing appears to be closely related to the 
future of the country and, in the light of known factors, appears to be bright. 
Certainly there does not seem to be any lack of optimism on the part of 
successful distributors whose investment plans appear to be going ahead 
with energy. Perhaps the greatest problem for the future within the trade is 


the question of how to solve the problem of rather low productivity per 
man hour. 


“Very large numbers of people are employed who probably do not intend 
to be indefinitely in the labour market. This is particularly true of women. 
Their remuneration is relatively low as compared with the career people, 
where remuneration appears to be on a scale equivalent to similar responsi- 
bilities in other occupations. Under present circumstances, it is difficult to 
see how the wage levels of the first group can be significantly raised unless 
their individual productivity can be increased in proportion. 


“It is undoubtedly true at the present that the customer expects to find 
a sales clerk behind the counter when required. The resultant situation can 
be compared adversely with manufacturing, where the employee is usually 
fully engaged during the hours of labour. Self-service and open displays are 
one attempt to combat this problem. This is particularly noticeable in super- 
markets and to some extent now in variety stores and even department stores. 
On the whole, we do not think it can yet be said that self-service is any 
general answer to the problem. 


“In view of Canada’s expanding wealth, it is probable that retailing will 
continue to assume a growing importance in Canadian life. This is simply 
because the average Canadian has more money to spend on things that are 
not necessities. The same reason will probably continue to make it an im- 
portant user of labour. The personal aspect of the business and the difficulty 
of mechanization in selling would appear to substantiate this.” 


Problems of Automobile Retailers 


As brought out in previous sections, retailers handling products con- 
nected with the automobile industry are a large and growing factor in the 
industry. Retailers of new cars perform a specialized function within this 
group and their problems are somewhat different from those of other re- 
tailers. The Federation of Automobile Dealers Associations of Canada has 
contributed the following section, setting out the position of these dealers. 


“Very briefly the operator of the blacksmith shop, the harness maker, 
the carriage builder and the livery stable operator, as the automobile dis- 
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placed the horse and buggy, moved into the motor car business. In many 
instances general stores added automobiles to their lines of merchandise. 


“From that humble beginning, the automobile dealer has become a 
specialist with a one-purpose building, very substantial staff and has become 
second only to food stores in the amount of retail volume in small and large 
communities throughout Canada. 


“We have established the fact that there are approximately 5,500 retail 
automobile dealers in new (and used) automobiles in Canada, not including 
dealers who sell used cars exclusively. By inquiry among a substantial cross 
section of Canadian dealers, we can give a reliable estimate that the 5,500 
dealers employ 55,000 people. : 


“Employees of automobile dealers are not highly unionized. There is 
more unionization on the west coast, in Saskatchewan and in Newfoundland 
than elsewhere, and there are some union contracts in other areas. While 
this is being written, an effort is being made to unionize automobile sales- 
men in Toronto. 


“Dealers are authorized by automobile manufacturers to sell their prod- 
ucts and have a written agreement outlining the conditions under which they 
operate. They buy new automobiles from the manufacturer for cash and 
maintain large inventories of repair and replacement parts and accessories 
which are paid for on a 30-day basis. In total volume of business there is a 
marked seasonal trend with a concentration of business in a short period in 
the spring and early summer. 


“In 1954 average net profit of dealers before income tax, was .7% of 
total sales and for 1955—1.93%. 


“There appears to be good reason to anticipate very considerable expan- 
sion of automobile sales in future years.” 


“However, it is apparent that the average net profit on sales noted above 
is considered low by some dealers, in spite of increased sales volume, and 
many dealers have not been satisfied with their place in the existing market- 
ing system, even though in 1956 net profit margins have increased sharply.” 


In the opinion of some dealers, too many sales have been made because 
of over-production by the manufacturers and undue pressure upon the dealer, 
which have resulted in price slashing and a tendency to sell on down pay- 
ments that are too low and periods of repayment that are considered too long. 


On the other hand many persons connected with the automotive busi- 
ness believe that the development of a range of quantity discounts by the 
manufacturers has broadened the market for cars and contributed to a greater 
volume of sales per dealer, thereby enabling the latter to modernize selling 
methods and to reduce costs of each unit sold. 


RETAIL TRADE 


Table 35 


PRODUCTIVITY IN RETAIL TRADE 


Type of Store 


Food and beverage..... 
General merchandise... . 
Department and 
maailiorderky: at esnien: 
PATILOINOULVC ere sialic diese,+ 
Apparel and accessories. . 
Building material and 
ardwane ere ec. 


LDC OvSh as On 6 og a 
Otheneercrcee teaee a..:% 


All stores less 
AUCOMODIUIE. gah. cls. s 


Deflated Sales 


Deflated Sales per Employee 


1930-1941 1951 1930 1941 1951 
(millions of 1949 dollars) ewig Pea 
Oriiedeel 526K. 2.879 9,025 9,367. -—-:12,885 
903) —. 1,065: ,. 1.580 10,776 9.966 10243 
471 543 800 10;673  ..)9;393),- 9.186 
506 855 2,237 Oh Ge aay Meo Mie VY 
292 424 689 $929 10,083 11.190 
218 250 593 10,924 11,923 15,881 
133 170 347 9472 11.148 14.155 
112 157 226 8.349 9,208 ‘10,767 
16 16 20 W958. whe ATO who Sade 
384 445 835 8,552.) 9.623" 14.331 
RGAE we 4:907 19.405 9.736 10,365 13,812 
By 40529) 7167 9465 9,781 12,278 


Note: Defiated sales have been derived from Table 23, using the Consumer Price Index (1949100), 


Productivity 


In an attempt to arrive at some rough measure of productivity, the sales 
figures shown in Table 23 have been deflated by using the Consumer Price 
Index and the results of these calculations are shown in Table 35. The de- 
flated sales have then been divided by the average number of employees and 
the results are shown in the same table. 


From these figures it would appear that productivity has risen about 
42% for all trades, but only 30% for all trades less automotive concerns over 
the period 1930-1951. The tabulation also indicates in a rough way that 
it takes fewer persons to handle durable goods generally than it does semi- 
durable or non-durable goods. Similar figures taken from a United States 
source! reinforce this conclusion. Actual estimates were made for 1939 as 


follows: 


Type of Goods 


Perishable 
Semi-durable 


Durable 


Sales per Worker 


$5,930 
6,587 


9,522 


Part of the increase in efficiency that has taken place probably arises 
from the general increase in the size of stores as indicated in Table 24. 
Average sales per store, including automotive concerns, were about $22,000 
in 1930, $25,000 in 1941 and $70,000 in 1951, in terms of current dollars. 


1G. J. Stigler, Trends in Employment in the Service Industries, p. 1V-25. 
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This idea is supported by a recent article in The Economic Journal com- 
paring retail stores in three countries which reads, in part, as follows:— 
“the larger size of shops in the United States is in fact associated with higher 
productivity there, as measured by the partial index of real sales per person 
engaged.””? 


Another important factor that Table 35 does not take into account is 
the reduction in hours worked. While there are available some figures for 
average weekly hours worked these must be used with considerable caution 
as the more than 150,000 working proprietors and unpaid family workers 
are unlikely to conform to the average hours. 


On the basis shown department and mail order establishments actually 
sold less per employee in 1951 than in 1931. In both years it is likely that 
these concerns were performing their own wholesale functions which would 
tend to give a downward bias to all their figures, but the reasons for the 
actual decrease probably lie in two other factors. First is the enlarged ser- 
vices provided, including a widespread and costly use of the privilege of re- 
turning goods, as well as the many ancillary services outlined in previous 
paragraphs. Secondly there was a reduction in hours worked by employees, 
coupled with an actual increase in store hours in many cases, both leading 
to an increase in employment. 


A series of average hours worked in retail trade is available for the period 
1944-1954 inclusive but prior to this date only estimates derived from other 
general indices are available. In 1951 average hours per week were shown 
at 43.8 and in 1944 at 47.8. These hours are slightly higher than for other 
average figures at that time and we estimate hours at 48.4 for 1941 and 50.0 
for 1930 based on other series and their relationship. Using this data a 
general index of productivity per man-hour can be constructed, for what 
it is worth. and under three headings reads as follows: — 


1930 1941 1951 


PATIOSTORCS oe Meee taro ate, <t mas 100 Lao 162 
All stores less automotive................ 100 105 145 
Department stores..c... «+... arcu 100 90 98 


This deflated series is probably most satisfactory for department stores 
as they have a very small proportion of working proprietors. If valid they 
indicate that it took slightly more department store employees to move a 
given quantity of goods in 1951 than it did in 1930 but the situation was 


somewhat improved over 1941. Other groups have made some progress on 
this basis of calculation. 


‘Lady Hall and J. Knapp, ‘“‘Numbers of Shops and Productivity in Retail Distribution in Great 


eo fhe United States and Canada”’, The Economic Journal, Vol. LXV, No. 257 (London, March, 


RETAIL TRADE 


Employment is also likely to be affected by the disappearance of many 
small grocery stores and their replacement by supermarkets or shopping 
centres. But increasing productivity achieved by an increase in the propor- 
tion of business handled by larger retailers of staple products may be offset 
by a growth in the number of small specialized luxury stores. A possible 
trend is indicated by the findings in a recent study—“wherever productivity 
in distribution and the real income of the community both increase over 
fairly long periods of time, the relative numbers of shops selling necessaries 
will tend to decline and the relative number of shops selling luxuries will 
tend to increase.” 


In addition, the continuing trend toward shorter hours is bound to lead 
to increased employment per unit unless productivity can be sufficiently im- 
proved to fully offset this trend. The figures in Table 35 indicate that this 
improvement has been achieved with varying success, but that on an over-all 
basis definite progress has been made. 


Future Developments 


Future employment in retailing is tied to two main factors—the increase, 
if any, in general retail sales and the increase or decrease in productivity 
within the industry. 


As pointed out previously there appears to have been a reduction in 
retail margins in most lines and this trend is probably increasing somewhat 
because of the action of discount houses and increasing price competition 
among retailers. With a squeeze on profit margins retailers are endeavouring 
to reduce their costs in various ways, especially by an increasing emphasis 
on self-service features. In some cases manufacturers are taking over the 
servicing features of consumer durables, which ties in with their apparent 
policy of absorbing wholesale functions. 


In spite of efforts by retailers to reduce costs and staff, the basic fact 
remains that people expect a clerk to be available to wait on them in most 
stores and in most lines other than groceries. The rise of discount houses 
which stress price instead of service may have an influence in changing this, 
but in the past new innovations—department stores and chain stores, for 
example—generally started with a tremendous emphasis on price but as time 
passed became more and more orthodox. 


We cannot, then, look to any very great increase in productivity in trade 
and the extent noted below is probably an over-estimate. To the extent 
that increasing productivity is over-estimated future employment is under- 
estimated. 


1Lady Hall and J. Knapp, op. cit., p. 86. 
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To summarize our findings in this field the thesis was developed earlier 
that the volume of retail sales is likely to approximate one-half of gross 
national expenditure. Projecting forward from Table 35 a trend line for 
average sales per employee in 1949 dollars a figure of just over $19,000 in 
sales per employee is arrived at for the year 1980, representing an annual 
improvement in productivity of just over 1% on a compound basis. Relating 
this to the projections of gross national product outlined in Chapter IV, the 
following estimates of employment in this field are shown for 1980. 


PROJECTION OF EMPLOYMENT IN 1980 


Low Median High - 
Retail sales in 1949 dollars $29,725 $30,875 $32,075 
(millions) 
Deflated sales per employee $19,148 $19,148 $19.148 
Average number of 
employees T5230 1,612,440 675110 


Of course, because of the large number of temporary employees seasonal 
changes would normally take employment well above this figure at Christmas 
time, and well below it in slack seasons. As shown in Table 78, this will 
represent about 14.8% of the labour force in 1980 an increase of 3.5 per- 
centage points over the relationship in 1951. 


FINANCE, INSURANCE AND REAL ESTATE 


INCLUDED in this section are all financial institutions such as chartered 
banks, credit unions and investment houses, together with insurance com- 
panies of all types. The real estate heading includes concerns dealing in land 
and real estate or in operating commercial or residential property. 


Share of National Income 


A reference to Table 2 will show that, while there has been a very sizable 
expansion in the dollar value of the income of this section of the economy, 
its percentage share of national income is almost the same as in 1926. In 
the depressed years from 1931 to 1936 inclusive, it appears to have ac- 
counted for a somewhat larger than usual share of national income and, in 
line with other service industries, a smaller share in the war and immediate 
postwar period. 

Table 36 


NATIONAL INCOME FINANCE, INSURANCE AND REAL ESTATE 


(millions of dollars) 


1926 1941 1954 
NYVAEES. HOG! SHIITES. Wy oy Aes Ise RO en ae 104 132 474 
CorperavonipLrontsmmeyse has. feels ale «fda eie ces 43 67 261 
ENVestinenuiMCOMe pitts s ul cesses wie dow feline 6 DoT 243 919 
Net income of unincorporated business............ 16 17 54 
TROT os ob oc S6 6 OIG DIE CO ROR AIO eee 390 459 1,708 


Source: National Accounts 1926-1954, 1952-1954. 


In Table 36, the aggregate income derived from this sector is broken 
down into its main components for selected years and the importance of 
“investment income” is readily apparent. Interest paid on mortgages on resi- 
dential property is included in this item as persons paying such interest are 
considered to be doing so as real estate operators, a factor which tends to 
reduce the usefulness of the national income approach for the study of spe- 
cific problems in this section of the economy. 
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From another section of the National Accounts gross domestic capital 
investment by industries can be derived and these have been shown by broad 
categories in Table 6. 


Table 37 


GROSS DOMESTIC CAPITAL INVESTMENT 
(EXCLUDING INVENTORIES) 
FINANCE, INSURANCE AND REAL ESTATE 


(millions of dollars) 


1926 1931 1936 1941 1946 4951 “11954 9 1955 


Bais Sesto rele este ine Reyes ibs 6.9 Be 2B) 6:1. 24.5 200, -2338 
Insurance, trust and \ 


loan companies........ 1.0 S36" 21.279 -1057 


Other financial 
(real estate co’s & | 
bond houses, etc.)..... } 7:9." 36:0 70 4~ 28128 


otal icc ceveoontsseae pease Ti Ommn leg 4.8 6.3." 15:08 469 1s 26s 


Note: Detaiied figures for the years 1926-1941 are estimated. 
Source: Private and Public Investment in Canada 1926-1951 and 1955. 


While the capital investment of this section has risen from the $5 to $15 
million shown in the years prior to 1946 to the very respectable sum of $111 
million in 1954, this is still not very large in relation to total Canadian 
capital investment. Table 37 divides these figures into three main sections— 
Banks, Insurance and Trust Companies, and Other and it is apparent that 
the last section accounts for the bulk of new capital investment. 


This miscellaneous section includes concerns set up to build and hold 
real estate, including office buildings, and the enlarged investment by such 
companies in recent years is reflected here. There is a general impression 
that investment of this type is cyclical in nature with the upward cycle gene- 
rated by entrepreneurs’ optimistic estimates of the future prospects for rental 
accomodation which in turn usually depend on business conditions. In any 
case while such investment adds to general activity it is not a key factor in 
the over-all level of capital investment since it does not at most exceed 2% 
of the total. 


Employment 


A reference to Table 1 shows that over-all employment in this category 
has risen considerably over the years as a percentage of the labour force 
but the change since 1931 has been less than one-half of a percentage point. 
Detailed figures for the last three censuses are shown in Table 38, from 
which it will be seen that the largest employer is insurance with banking 
next in order of importance. These two together make up more than half 
the total employment, and are discussed separately in the following pages. 


FINANCE, INSURANCE AND REAL ESTATE 
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Life Insurance Companies in Canada 


At the end of 1954 it is estimated that there were over 6 million holders 
of life insurance policies in Canada and while this was almost double the 
number of policyholders in 1925, the percentage of the total population was 
about 40% in both vears. Since 1925 the average amount held per policy- 
holder has more than tripled. The increase in the number of policyholders 
and their average holdings resulted in total life insurance in force in Canada 
rising from $4 billion in 1925 to $24 billion in 1954. 


According to information prepared by the Institute of Life Insurance, 
only the United States exceeded Canada in total value of life insurance in 
force at the end of 1954. Moreover, at that time life insurance owned was 
144% of personal income in Canada, as compared to 129% in the United 
States. 


Table 39 
CANADIANS’ LIFE INSURANCE SAVING AND TOTAL SAVING 
1926-1954 
Life Insurance Saving Total Saving 

(millions of dollars) (millions of dollars) 
Ko hel Geen a er nik nr oie yore ioe Wal 353 
192 TR Nees tran inks ate paneiioe lene tates 83 267 
[OD SAV eee Be yar oe sacrum ts samen iomenets 95 387 
Go OLS rene ini un inee secs ABS Red on 81 325 
1 O30 er enae oh ec tteware oe edb aerate cone 74 42 
LOST sae ates ete Cae ee iterations 63 13 
1932 re ree A ae cele cials eee kere 29 — 121 
1933s bt he ees oie = aie eee 46 — 80 
[DBA ee iced eee chan eet rein ee ets eRe 73 20 
POSS See te es Bye eee 80 51 
(RoC eee eta Gorman: Soloed 89 81 
POSTS Sen Stee IE AOR en ete what ne ene 87 164 
eke See aa nti Meer Opoicrs o-5 Sado 86 132 
(MOE TS ie aeeineaie ee RR ae IRR eh ob oto ongicn 81 Aah 
| CAO RR aL Re aE ere ei eae 84 366 
[DAT AR TG Ce a Tete 108 665 
[OAD iene Ee ero cae fa a eu omen neeaey 125 1,186 
1913 a ee ee 159 1,747 
[OAR Mehta anedomeerte crs WZ 2,032 
ea Set eee ene Aree tears 178 2,043 
[OVS et, ene OER, SORREENCE ce Becic 184 852 
OAT icde ce teah Sars sal aeeats eae tempat ses 183 498 
1 GAS et aioe A rneuraiens cee sues aks 192 976 
1 SAGAR eer Ae kes OER ee sci eae ones 208 1,067 
TOS Oy erates te eee otter cl Sea tonal ay 209 689 
[OSes ack coMeciers Seek eects 228 988 
OSD RO Rea OS leet oeee 245 1,397 
1953 0c eee eee 279 1,584 
IKo Sy Mia RA we ee ee SE eS net. Sakae 300 i312 


Note: Total Saving 1926-1938—D.B.S. residual estimates excluding farm inventory change; 1939-1954 
—average of above and Bank of Canada direct estimates excluding farm inventory change and 
individuals’ inventory change. 
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Over the period since 1926 one dollar in every five saved by Canadians 
has been saved through life insurance companies. A remarkable stability in 
the dollar amount of saving through life insurance has contrasted with wide 
fluctuations in saving by other means, as illustrated by Table 39. Between 
1926 and 1929, 25% of the personal savings of Canadians went into life 
insurance. For several years in the 1930’s the net amount invested in life 
insurance actually exceeded the total of all saving and this is true on balance 
for the whole period. Because of heavy taxation, including compulsory 
saving, and investment in bonds during World War II, only 10% of the total 
amount saved went into life insurance but this proportion has again risen 
to 22% in the postwar years. 


The companies engaged in selling life insurance in Canada comprise not 
only Canadian owned institutions but also United States companies. British 
companies and within the last few years two Netherlands companies. Of the 
total life insurance in force in Canada at the end of 1954, 69% was with 
Canadian companies, 3% with British companies and 28% with United States 
companies. The share with Canadian companies has risen from 63% since 
1920 with a corresponding drop in the share of U.S. companies. 


While British companies do not sell life insurance in the United States 
and United States companies do not sell in Britain, some Canadian com- 
panies have developed substantial business in both these countries as well 
as many others. So much so that during 1954 no less than 42% of the total 
premium income of all Canadian companies came from outside Canada. This 
represents a rise from about 38% since 1925. Of the Canadian companies’ 
life insurance in force outside Canada, 66% is held by residents of the United 
States. 


Life insurance companies render a service that has an impact on the 
Canadian economy from several angles. From the point of view of the policy- 
holder, the companies provide protection and income in times of need and 
a method of saving. For the country as a whole, the companies are important 
long and medium term investors and the judgment of their investment de- 
partments on the merits of a particular project sometimes has an important 
influence on whether or not it will be carried out. Governments at all levels 
look to these companies for financial assistance through the purchase of 


their bonds. 


Both Canadian and foreign companies must hold assets in Canada at 
least equal to their obligations to Canadian policyholders. In addition, the 
assets in Canada of the Canadian companies represent a substantial propor- 
tion of the contingency reserves and surplus funds held for the added pro- 
tection of policyholders in and outside Canada. The figures for total lite 
insurance assets in Canada are shown in Table 40 for selected years. 
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Table 40 


LIFE INSURANCE ASSETS IN CANADA COMPARED TO 
CHARTERED BANK ASSETS 


(millions of dollars) 


Decembensilstescticc ane cto wart eure 1920 1930 1940 1950 1954 
Wife Insurance Assets. 2... 015-1 337 1,491 2,220 3,997 5,209 
@harteredsBanks #ASSetSastitetet- ere 3,057 3,144 3. 728i 9,496 11,433 


Note: The assets of provincially licensed insurance companies, which at the end of 1954 amounted 
to $109 million are not included. 

Source: Canadian Life Insurance Officers Association. Returns by banks to the Minister of Finance 
pursuant to the Bank Act. 


The bulk of the life insurance assets in Canada are held in bonds and 
mortgage loans, and relatively small amounts of capital are invested in 
property required for the companies’ own purposes. For instance, in 1951, 
as noted in Table 37 it is estimated the life insurance companies, together 
with trust and loan companies, spent $8.6 million on capital expenditures 
for their own purposes out of a total capital investment in Canada for the 
year of $4,577 million. 


The life insurance companies had about $135 million invested in real 
estate at the end of 1954 but only a portion of this was used by the com- 
panies themselves, the balance representing lease-back or other holdings of 
real estate not used for company operations. Most companies own their own 
head office buildings and the only capital requirements of this group would 
be in the continued expansion of their own buildings—a relatively small 
amount as noted above. 


Employment 


The life insurance business appears to be less subject to fluctuations 
than other financial institutions, and at the same time shows steady growth. 
Insurance in force at the end of 1954 in the U.S.A. was $334 billion in 
contrast to Canada’s $24 billion—approximately $2,040 per capita for the 
U.S.A. and $1,560 per capita for Canada. 


Judging from this comparison, in spite of our relatively high holdings 
ot life insurance there would appear to be scope for further increase as the 
country continues to develop and this sector should expand somewhat faster 
than the economy as a whole. 


Employment in the insurance sector including all types of insurance 
totalled 57,000 in 1951 (see Table 38) an increase of 43% since 1931, 
somewhat under the increase of 64% in other parts of the financial section 
combined. It may be that the reason for the smaller relative increase is tied 
to the fact that the insurance business was not as depressed in 1931 as some 
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other parts of the financial sector. Canadians made strenuous efforts to keep 
their life insurance in force during this period, at the expense of other means 
of saving, although there were a large number of contracts terminated in 
spite of all their efforts. 


Details of employment by life insurance companies in Canada are shown 
in Table 41 for three selected years. These have been provided by the Can- 
adian Life Insurance Officers’ Association and unfortunately no information 
is available on this basis prior to 1939. Comparing these figures with the 
census data contained in Table 38, life insurance employment appears to 
represent about half of the total employment in the insurance category. 


While sufficient information is not readily available to enable an exact 
comparison to be made between the number of employees and the estimated 
size or the activity of the industry, it is apparent from Table 40 that life 
Insurance companies more than doubled their assets between 1940 and 
1954, while employment increased by about 50%. (See Table 41.) 


It is impossible to make precise measurements of productivity in this 
field but office methods have changed in recent years and many new labour 
saving devices have been installed. Furthermore, giant electronic computers 
are almost certain to come into use by all of the larger companies, increas- 
ing still further the productivity of certain employees. 


The increasing use of complex machinery may lead to a requirement for 
more highly skilled personnel, almost on a level with actuaries, to handle 
the machines. There has been a tendency to employ a greater proportion of 
women in office work—the percentage increased from 56% in 1939 to 63% in 
1954—but whether this tendency will continue in the future is difficult to 
predict. 


The most common work week for insurance company office employees 
is 37% hours and there does not appear to be any tendency to decrease 
this at present. There is, however, some tendency to grant more generous 
vacation allowances but this, and any further reduction in the hours of work 
may be more than fully offset in the future by increased efficiency, rather 
than leading to increased staff requirements. 


Assets of life insurance companies operating in Canada have increased 
at a rate in excess of 6% compounded annually in recent years, and project- 
ing this forward should reach $24 billion by 1980. This represents about 
four and one-half times the 1954 total. For the various reasons outlined 
above and, judging from the rate of change in the 1942-1954 period, em- 
ployment will not increase at the same rate as expanding life insurance 
business but at less than half that rate. On this very rough basis, employ- 
ment in life insurance in 1980 should be about double the 1954 figure of 
30,490. 
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Banking 


Assets of Canada’s principal types of banking institutions are shown in 
Table 42 for the three latest census years and for 1954, 


Comparing 1931 with 1954, chartered banks have improved their posi- 
tion, credit unions have shown phenomenal growth, while other institutions 
have lost ground on a percentage basis. Chartered banks gained some four 
percentage points between 1931 and 1941 but this had been reduced to a 
gain of two points by 1954. Loan companies declined in each decade but 
have gained fractionally since 1951. The remaining types of institutions have 
remained almost constant on a percentage basis between 1941 and 1954. It 
is apparent that the gain of 3.7 percentage points by credit unions between 
1941 and 1954 has been largely at the expense of the chartered banks and 
the loan companies. 


Credit Unions 


While credit unions have shown the most dynamic growth their business 
is conducted with relatively few full-time employees. Including full-time 
employees of the caisses populaires in Quebec and employees of the Credit 
Union National Association and the affiliated leagues, the C.U.N.A. esti- 
mates that only 458 persons were being paid by the credit union movement 
at the end of 1955. In addition to these there were probably over 45,000 
persons serving on boards of directors, or on credit or supervisory com- 
mittees on a voluntary basis. 


At the end of 1954 there were 3,873 credit unions and caisse populaires 
in existence in Canada, with nearly 1,600,000 individual members and with 
savings on deposit in excess of $518 million. 


The Credit Union National Association considers that there should be 
7,500 credit unions with 212 million members by 1965; and member savings 
should be approximately $11 billion. In spite of this it is evident that full- 
time employment will not be very large—perhaps 1,500 persons at most— 
and the dominant factor in the banking employment picture will continue 
to be the chartered banks. 


Canadian Loan Companies 


Loan companies in Canada originated as building and loan societies 
about 1845. These societies required borrowers to become members and as 
a condition of the loan were required to subscribe for stock in the society. 
Two types of stocks were issued, terminating and permanent. Upon repay- 
ment of a loan the terminating stock was retired but the permanent stock 
remained. Over the years this method of obtaining loanable funds or capital 
gradually changed. Some societies began to take deposits and this was con- 
firmed by legislation about 1865. Societies began to borrow by way of 
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debentures and gradually what are now known as loan companies evolved. 
These companies flourished for a time but gradually through amalgamations, 
liquidations and acquisition of trust company powers the number of them 
has dwindled until only a few continue to survive. For example, in 1900 
there were 83 loan companies operating in Ontario, in 1910 the number was 
54 and in 1927 it was 27. By the end of 1954 only seven remained in oper- 
ation in Ontario. The companies registered in Ontario and those supervised 
by the Superintendent of Insurance for Canada at the end of 1954 totalled 
only 10, with about 750 employees. 


The loan company is not likely to gain in relative importance among 
banking institutions in the foreseeable future. As already noted, the decline 
in the role of loan companies is part of an historical trend. There are a variety 
of reasons for this decline, among which two may be cited. 


They face increased competition in attracting savings in comparison with 
earlier days. This competition includes that of the chartered banks, life in- 
surance companies, credit unions, investment trusts and other types of funds, 
the increase in pension funds, the availability of such forms of savings as 
Canada Savings Bonds, and the general acceptance by the public of corpora- 
tion and other bonds as saving media. The loan companies compete in getting 
their money and in consequence they have to offer to pay a rate of interest 
higher than do the chartered banks in respect of deposits and a rate on 
debentures in keeping with market conditions for the type of security they 
offer in competition with other forms of securities. Secondly, the bulk of the 
money they obtain is loaned in mortgages. Over the years the competition 
in mortgage loaning has become extremely keen with other types of institu- 
tions entering the mortgage market in a large way, the last of which institu- 
tions were the chartered banks. 


About 90% of new houses are now being financed under the National 
Housing Act. The loan companies do not operate under that Act because of 
the long term of N.H.A. mortgages and the low rate of interest. The loan 
companies do make mortgage loans, other than N.H.A., on new residential 
construction, but the volume of them is not relatively large and the bulk of 
the business of loan companies is pretty well concentrated on mortgage in 
respect of existing properties. Likewise loans obtainable under such legis- 
lation as the Canadian Farm Loan Board Act and the Farm Improvement 
Loans Act have curtailed the farm loaning field for them. While the larger 
existing loan companies will continue to prosper and increase in size, it is 
doubtful that the industry will gain in relative importance in the scheme of 
things. 


Canadian Trust Companies 


The first trust company in Canada was incorporated in 1872 and com- 
menced business in 1882. By 1900 there were 14 companies operating. By 
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1914 the number had increased to 23. At the end of 1954 about 51 com- 
panies were operating in Canada, of which about 40 were carrying on a 
general trust business, the remainder being chiefly private holding companies 
or subsidiaries of other trust companies as is permitted by some jurisdic- 
tions. The trust companies have about 175 branch offices in Canada, and 
employment is estimated at 5,200. 


The fundamental business of Canadian trust companies is the manage- 
ment and administration of estates, trusts and agencies. The growth of in- 
dustrial corporations and investment by the public in the securities of in- 
dustrial and commercial enterprise, the increasing complexities of property 
ownership, high taxation as the result of two world wars—all the problems 
accompanying the ownership and management of property and accumulation 
of funds—brought about an increasing demand for the specialized services 
which trust companies perform. 


Table 42 
TOTAL ASSETS OF CANADA’S PRINCIPAL BAN KING 
INSTITUTIONS 
(millions of dollars) 

December 31st. 1931 194] 1951 1954 
SPEVaES Reel ly 2,998 4,137 9,610 11.433 
cle CentegtGcals Meise le ech. ask’. 83.0 87.4 86.7 85.0 
Brtist. COMpaMes(a)yy they let ic ocean ds c's 233 226 455 637 
MeriCent OltOtalee i iathe. bes ci ela ack 6.5 4.8 4.1 4.7 
rec HL ONISS een: Cort 8 Fore wk 11 31 359 590 
ete CentOtelOt alone caer eae vic eich tah cs 0.3 0.7 See 4.4 
E@amiC OMpailesinn. tues 2c hes OTs. dds 214 189 292 373 
BE MCOM EO TOUR Bias Sat cis) cias.« seve sek « 5.9 4.0 2.6 2.8 
Onebeo Savings: Banks. lo os oc cone cone 80 87 205 243 
Per CEN ON LOtal ee 7. ed. Sol en, aio Dyed 1.8 1.8 1.8 
Provincial Gov’t Savings Offices(b)....... 51 41 126 135 
SR eS STe i) 2 rr 1.4 0.9 ‘eal 1.0 
POstOtice Savings Banks... . 2. 6 -se2 sss D5 Di 37 36 
IReTECCh i OimtOtal Meena. ern: vas bce so ONY 0.4 0.3 0.3 
UGills eoRaig se See Oe Oe ee eee 3,612 4,732 11,084 13,447 


(a) Not including funds under administration 
(b) March 31st. 


Source: Company annual statements and Government Accounts Credit Union National Association 
Inc. 


The trust companies obtain a very large proportion of their revenue 
from fees and commissions. For 1954, out of gross revenue of $25.4 mil- 
lion, fees and commissions accounted for $21.1 million. This is not to say, 
however, that the acceptance and repayment of moneys akin to deposits, 
technically known as “guaranteed funds”, is not an important and valuable 
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function of a trust company. As shown in Table 42, these funds had assets 
of $637 million at the end of 1954. It is interesting to note in Table 42 that 
while these assets do not represent as high a proportion of the total assets 
of the principal “banking” institutions as they did in 1931, they bear prac- 
tically the same proportion as in 1941. The “service” (estates, trusts and 
agencies) aspects of the trust company business are likely to continue to 
show large gains, assuming of course healthy economic conditions in Can- 
ada. Guaranteed fund operations of trust companies should show continuing 
gains and, over a long period, remain at least of the same relative impor- 
tance. The trust companies have an advantage over loan companies in ob- 
taining funds for investment. In addition to the avenues open to loan com- 
panies, the trust companies have a large and ready-made advantage as, 
through the operation of the “service” side of their operations, they have 
contacts with a large number of persons who can be interested in depositing 
some of their funds with the trust company or buying the company’s guaran- 
teed investment receipts. Thus through the “service” department a trust com- 
pany gets a readily accessible source of funds. While the trust company 
guaranteed account has the same problem in respect of mortgage investments 
as do the loan companies, guaranteed funds, at the end of 1954, did not 
have nearly as large a proportion of their assets invested in mortgages as 
had the loan companies, one of the reasons being, of course, that the princi- 
pal business of a loan company is lending on the security of real estate. 


Chartered Banks in Canada 


Commercial banking in Canada is in the hands of the chartered banks 
and the Canadian banking system has developed on the lines of relatively 
few banks, each with many branches, and this system is firmly entrenched. 


Table 43 
EMPLOYMENT BY CHARTERED BANKS IN CANADA 
July 1931 1941 1951 January, 1955 
Total Total Male Female Total Male Female Total 
Salaried = ae 
employees. . — 25,383 19,939 24,347 44,286 21,105 28,061 49,166 
Wage earners. — 3,816 2,822 1,510 4,332 3,058 1,666 4,724 
stotaltee aes 25,293 29,199 DIYS SST) 48,618 24,163. 293720 wee as8 00 


Details of employment in Canada’s chartered banks are shown in Table 
43 for the three census years and for January 1955. These figures exceed 
the census data (see Table 38) in 1941 and 1951 although the latter includes 
employees of such institutions as the Bank of Canada (1,156 employees in 
1951) as well as credit unions and Quebec savings banks. The discrepancies 
are not large and probably arise from different classifications given to some 
types of wage earners in the census data. 
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Table 44 


AGE AND SIZE OF CANADIAN CHARTERED BANKS 
DECEMBER 31, 1955 


(millions of dollars) 


Deposits 
Payable 
in 
Canadian Total Began 
Bank Currency Assets Business 
PAR, MEEMIUECAl ite oaks once ce wc 2,504 2,851 1817 
ihe Bank Of Nova scotia... ...6...... 971 iS 1832 
The Toronto-Dominion Bank........... 1,165 1,261 1856 
(Bank of Toronto) 
The Provincial Bank of Canada......... 240 254 1861 
(La Banque Jacques 
Cartier) 
The Canadian Bank of Commerce....... 2,026 2,341 1867 
The’ Royal Banksof Canada... .¢0....... 2,576 3,351 1869 
(The Merchants Bank 
of Halifax) 
Banque Canadienne Nationale.......... 602 631 1874 
(La Banque 
d’Hochelaga) 
Imperial Bank of Canada 
and Barclays Bank (Canada)......... Ud 829 1875 

The Mercantile Bank of Canada........ 7 12 1953 


There are at present nine chartered banks in Canada after allowing for 
the two recent amalgamations, that of the Toronto and Dominion banks and 
that of Barclays Bank (Canada) and the Imperial Bank of Canada. Since 
1867, bank charters have been granted to 38 new institutions but, of all 
these, only three remain in existence today. Table 44 lists the existing in- 
stitutions in order of their formation. The last three, namely those formed 
since 1867, plus one other (The Provincial—formed in 1861) are appreci- 
ably smaller than the older banks. Furthermore, the Mercantile Bank of 
Canada is a special case as it was formed and is solely owned by National 
Handelsbank N. V. of Amsterdam, Netherlands. 


However, the fact that the number of banks has been so drastically re- 
duced does not indicate that service to the public has fallen off. Indeed, 
competition among the remaining institutions is extremely keen and has led 
to a large increase in the number of bank branches especially in prosperous 
times. 


As a result of a very sharp expansion after World War I the number of 
branches and sub-agencies reached an all-time high of 4,676 in 1920. Many 
of these branches could not justify continuance of the service on the basis 
of business transacted. This, together with two other factors, the Home Bank 
failure and the amalgamation of a number of banks, led to a reduction in 
the number of branches by 836 in the five-year period ended December 31, 
1925. Beginning in 1926 the trend was reversed and branches continued to 
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increase until the end of 1930 when they numbered 4,083. In the 1930’s, 
partly in order to eliminate unprofitable branches, the number of branches 
was again reduced and, by 1939, there was a net reduction of 761. During 
the war, as a measure to conserve manpower, a further 232 branches and 
sub-agencies were closed. 


In the postwar period a competitive effort to serve new and growing 
communities and districts has led to the opening of many new branches. 
By 1947 the number of branches was up to the 1939 figure and the trend 
has continued steadily until there were 4,245 branches in Canada at Decem- 
ber 31.195). 


Projection of Number of Branches and Employees 


In both 1951 and 1954 there were 27 branches and sub-agencies per 
100,000 Canadians in contrast to a ratio of 53 per 100,000 in 1921, as 
shown in Table 45. Thus in relation to population there does not appear to 
have been an over-expansion of branches. In the light of this there seems 
no reason to look for any large-scale reduction in the number of branches 
in the future. Some branches will be closed from time to time, of course, 
if it becomes apparent that profitable operation is impossible in a particular 
location, but these will likely be more than offset by a commensurate number 
of branches opened in new locations. 


Projecting the present ratio of branches to population would produce a 
figure of over 7,000 branches in 1980. However, this ignores the trend 
toward larger branches that has gone hand in hand with the trend toward 
fewer branches in relation to population. In the United States, for example, 
there were only 13 banking offices per 100,000 population in 1954, although 
it must be born in mind that U.S. banking is largely on the unit system 
which tends to keeo the number of offices to a minimum. 


On the whole it would probably be more realistic to project a gradually 
reducing number of branches in relation to population in Canada down to 
say 22 per 100,000 by 1980. On this basis there should be approximately 
5,870 branches in 1980, based on the median population estimate, implying 
that an average of over 60 new offices will be opened each year. In the past 
four years an average of over 120 has been opened annually—a rate twice 
as high as this estimate would provide for. The estimate of 7,000 branches 


by 1980 mentioned in the previous paragraph would mean an expansion of 
110 branches per year. 


Employees per branch have increased from six in 1921 to 13 in 1951 and 
will probably continue to increase. If they were to double in the next 30 
years employees per branch would reach 25 by 1980 putting bank employ- 
ment at 146,850 on the basis of 5,874 branches. However, in the years 
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1951-1954 the increase in number of employees per branch has not been 
nearly as large as the increase in the previous decade and a rate of increase 
in the future somewhat lower than the 1921-1951 increase seems probable. 
As shown in Table 45 there would be 117,000 bank employees in 1980 on 
the basis of 5,874 branches with 20 employees per branch. This method of 
predicting employment and branch expansion is much too rough to be taken 
seriously and is put in here merely to put into perspective the three factors, 
population, branch extension and employment. 


Projection of Cheques Cashed and Employees 


Another relationship of interest is that between amount of cheques 
cashed and the number of bank employees. Table 46 shows that cheques 
cashed in deflated dollars per employee was the same in 1951 as in 1941. 
New machinery and improved methods are being installed in banks, how- 
ever, and an improvement in the amount of cheques cashed per employee 
occurred in the period 1951-1954 and further improvement is forecast for 
the future. On the basis of this improvement bank employment in 1980 may 
reach 135,000—two and a half times the staff of banks in 1954. 


The forecast of cheques cashed in 1980 is based on 5.5 times projected 
gross national expenditure, and here again the figures for estimated future 
employment merely suggest that if the Canadian economy continues to ex- 
pand at the rate suggested in Chapter IV, and if the relationship between 
the volume of cheques cashed and general activity continues at the average 
of postwar years (it has been much higher in many years), and if banking 
efficiency increases moderately, bank employment will probably more than 
double in the next 25 years. 


While there are continuous efforts being made to improve banking 
methods and the volume of work handled by the average member of today’s 
staff far exceeds that of 20 to 25 years ago there is no reliable method of 
measuring the over-all increase in productivity. Over the years a large part 
of the increased efficiency has resulted in a reduction of working hours rather 
than a reduction in staff, and the five-day week is now the rule rather than 
the exception in Canadian banking. Extra night work and late evening 
hours have still not been eliminated entirely but have been greatly reduced 
especially with the introduction of machine posted ledgers and delayed post- 
ing which permit a better control of work-loads and of hours worked. 


Banking has a characteristic common to many other service industries 
in that the customer rather than the industry determines the work-load. 
When people walk into a bank they expect to be waited on personally and 
they expect sufficient tellers to give them reasonably prompt service. In an 
average month there are probably only five or six days in which facilities for 
handling routine business are fully taxed. To keep sufficient staff to give first 
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class service on these days means an excess of staff for the remainder of the 
month. As we have seen, this identical problem is handled by retailers with 
large-scale use of part-time employees and to a lesser extent this is done 
by some banks. In addition every effort is made to spread the work-load by 
having such duties as the balancing of ledgers and computation of interest 
carried out on quiet days. Basically it is the very personal nature of the 
banking service that prevents any substantial increase in productivity. 
Whereas in manufacturing the productive process is controlled with a de- 
finite objective in terms of unit output, banking service does not exist until 
a customer enters the bank and requests a specific transaction and then, in 
most instances, the service is completed as far as the customer is concerned. 
Making the necessary entries in the bank’s books may be delayed as much 
as a day but this is probably the extent of planning possible. 


Projections of bank employment have, therefore, been made on the basis 
of an assumption of some slight, but only slight improvement in productivity 
in comparison with the improvements achieved in industries outside the 
service sector. 


Another point of some interest in connection with employment is the 
sharp increase in the employment of women. The 1941 census listed 9,000 
women employees out of 27,000, but in 1951 there were 25,000 women em- 
ployees out of 47,000. In other words male employees increased by 3,500 
in the decade and female by 17,000. This is a continuation of a long-term 
trend in banking, stimulated by the almost exclusive use of women for the 
operation of ledger-posting machines and as tellers as well as their extensive 
use on other duties. While there is no reason to expect a reversal of this 
trend in the future, the very sharp increase in the proportion of women em- 
ployees that occurred in the forties is not likely to continue and the in- 
crease in the number of women employees as a percentage of all employees 
should be more gradual in future. 


Small Loan and Sales Finance Companies 


There is no association of these companies in Canada to whom we can 
turn for employment statistics. A private estimate shows the following num- 
ber of persons employed in the two groups of companies: 


1941 1951 1954 

Sales finance companies ............ 1,400 Zeho® 4,900 
Small loan companies and 

MIOMCyMCMCel Ste tie cc ie tgs: 750 1,750 3,000 


ee —_———e 


Ota lec pa et Bete ar cute ga. t4seos<s 2,150 4,500 7,900 
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It is apparent that there has been a very large growth in the short period 
of three years between 1951 and 1954 but, as pointed out in the discussion 
of consumer credit in the chapter on retail trade, there were credit restric- 
tions in force in both 1941 and 1951 which would arbitrarily reduce em- 
ployment in those two years. The growth of these companies over the long 
term has been closely allied to the growth of the automobile industry and 
it is likely that the future expansion of finance companies will be tied in no 
small measure to the continued expansion in sales of automobiles, and to 
lesser extent of other consumer durables. 


While precise forecasts would probably serve little purpose, this in- 
dustry has shown greater than average growth in recent years and this is 
taken into account in the over-all figures for finance, insurance and banking. 


Conclusion 


The two most important sections of the Finance, Insurance and Real 
Estate sector of the economy have been discussed in some detail. These two 
areas together make up about half the employment of the whole sector, but, 
in most years, account for a much smaller share of the capital investment. 


The capital investment included in this sector is relatively small even in 
the most active years and by far the most volatile section is that of the real 
estate companies, which are engaged in building and operating rental accom- 
modation. This type of accomodation is constructed in prosperous times 
but construction often dries up completely in recessions. In the long term 
there is no reason to suppose the pattern will be any different and the 
finance section should generate a small amount of capital investment in most 
years, climbing sharply when the general business outlook appears good. 


As pointed out above, the life insurance business has shown steady 
growth and on the basis outlined employment should be 60,000 by 1980 
compared with 30,000 in 1954. Extending this increase to the balance of the 
insurance section (a premise that may not be wholly valid as the general in- 
surance field may not be subject to the same influences) employment in in- 
surance as a whole would be 120,000 by 1980, compared with approximate- 
ly 60,000 in 1954. 


Employment by chartered banks is expected to increase two and a half 
times between 1954 and 1980 reaching a total of about 135,000, to which 
must be added caisses populaires and central bank employees. 


Trust companies are expected to expand along with the economy, and 
while loan companies may be inclined to lag the sub-section of Investment 
and Loan companies as a whole should show good progress. 


For the whole section comprising Finance, Insurance and Real Estate, 
employment of about 350,000 is forecast by the year 1980, representing 
about 3.5% of the projected Canadian labour force at that time. 
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COMMUNITY AND BUSINESS SERVICES 


THIS GRouP is the second largest segment of the service industries as a 
whole, its employment of 424,000 in 1951 being exceeded only by that of 
retail trade, which employed 504,000, as shown in Table 8. Moreover, the 
group was half again as large in 1951 as it had been in 1941 and accounted 
for 8.2% of the Canadian labour force at the end of the decade compared 
with 6.6% at the beginning. 


As shown by Table 47, the two largest sub-groups are Education and 
Health which together accounted for 70% of the employment in the com- 
munity and business service industries and included most of the female 
employees in the sector—about 80% of the total in 1951. Because of their 
importance education and health have been made the subjects of separate 
studies for the Commission. From the brief outline above the employment 
prospects can be seen to be quite large and it will be shown later that invest- 
ment prospects are equally large. It is therefore most desirable that they 
should be given separate attention by the Royal Commission. However, in 
order to complete the over-all picture of the service industries in Canada it is 
necessary to include in this study forecasts of the size of all sections of the 
service industries including community and business services, although these 
are not given as comprehensive a treatment here as in other studies prepared 
for the Royal Commission. 


Employment in Educational Services 


Table 48 shows past and prospective enrolment in public schools and 
universities in Canada, together with the teaching staff required. Projections 
have been made on the basis of the population forecasts contained in Chapter 
IV in respect to public school attendance; and on the basis of this future 
population together with an assumed increasing relative enrolment in respect 
to universities. The 96,000 teachers in public schools and universities shown 
in Table 48 for 1951 are only about two thirds of the education group in- 
cluded in Table 47 for the three census years. Therefore, the projection con- 
tained in Table 48, amounting to 220,000 in 1980, would result in an 
employment of about 330,000 in the whole educational service in that year. 
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Table 48 


ENROLMENT AND TEACHING STAFF IN PUBLIC SCHOOLS AND 
UNIVERSITIES IN CANADA 


(thousands of persons) 


Public Schools Universities 
Full-Time 
Teaching Teaching 
Enrolment Staff Enrolment Staff 
Actual 
i | SIS Le ais oe a a 2,138 71 32 3 
D4 eee Te es 2,076 76 36 3) 
RUBS to cette eS Ree 2,444 90 69 6 
Projected 
ROSOR ERE SR sista its. 5,400 197 235 23 


Source: Dominion Bureau of Statistics (1931-1951). 


Trends of Employment in Hospitals 


The Canadian Hospital Directory for 1955 lists 1,398 hospitals of all 
types in Canada. With a rated bed capacity of 168,495 beds, this is a sub- 
stantial increase both in the number of hospitals and the number of rated 
beds in the past decade. An increasing population and an increasing emphasis 
on good health are two factors which are quite noticeable with regard to 
current hospital expansion. Other factors which are playing a part are health 
insurance programmes, either voluntary or governmental, and greater willing- 
ness than formerly to enter hospitals, rather than be nursed at home for com- 
paratively minor illnesses. 


Hospitals today usually employ 1.5 to two employees for each bed. In the 
past decade or so this figure has tended to rise. It is not so long ago that a 
12-hour day, six-day week for nursing personnel and others in the hospital 
field was quite common. Today it is exceptional for a hospital to have a 
_ longer work week than a 48-hour week. Many hospitals are on a 44-hour 
week, and some are on a 40-hour. It would seem quite logical that the 
trend of employment in hospitals in the foreseeable future will be for more 
people to be employed. This will be, first, because of the shortened work 
week for many classes of workers, and, second, because it is anticipated 
that there will be actually more hospital beds to provide for the growing 
population. 


Apart from these trends, there will be more employment in hospitals 
because of the changing concept of the hospital itself. The general hospital 
is more and more becoming the community health centre. At one time the 
hospital emphasis was on treatment. More recently, the hospital became more 
of a diagnostic centre, and today the tendency is for the hospital to assume 
a full role as a treatment centre, diagnostic centre, and a preventative 
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centre—a centre where health knowledge flows out to the community. There 
has been a considerable change also in the past decade in the classification 
of patients while they are in hospital. Patients on the average stay for shorter 
periods in the hospital today than they did formerly. While they are in 
hospital, the intensity of care has been stepped up, which requires more 
staff in itself. New sections of the medical staff and new spheres have been 
opened up, such as cardiac surgery and thoracic surgery. Many intricate and 
long operations have been developed, and these require highly skilled nursing 
staffs during the post-operative period. 


While there is much in hospital operation which can be compared to ho- 
tel operation or industry, because of the nature of the work most hospital 
procedure cannot be put on a streamlined or assembly-line basis. The ques- 
tion of giving good patient care will always be the factor requiring individual 
personal attention. While it is true that in the business office, the engineering 
department, laundry, purchasing department, et cetera, modern methods 
adopted from industry may tend with the use of modern machinery to curtail 
to some extent hospital personnel, there is a definite limit to how far this can 
be applied to hospital work. The great bulk of personnel required in the hos- 
pital falls into the nursing division. They render a personal service to the 
patient, one which does not lend itself to mass production methods. 


The demand for more people to be available for work in hospitals will 
continue to grow. It will grow if for no other reason than because the popu- 
lation of Canada is growing. It will, however, grow faster than this because 
of other forces, such as health insurance, a demand for better health care 
than heretofore, and the shortening of the work week for hospital employees 
so that the trend of employment in hospitals in the foreseeable future is 
definitely upwards. 


Future Labour Force in Community and Business Services 


Dividing the community and business labour force into three parts only, 
health, education, and all other, it is apparent that health services have grown 
the fastest. Comparing 1951 with 1931, health services have increased 125%, 
education 35% and all other community and business services 71%. 


A projection of a long-term line of trend for the health sector alone 
would bring its total to about 270,000 employees by 1980. This seems rather 
low in view of the prospects for increased employment in hospitals and in 
view of the very large increase which has taken place between 1941 and 
1951. An increase of this latter order of magnitude would bring total em- 
ployment in health services to about 350,000 by 1980. Even this may be 
low in view of continued emphasis on improved hospital facilities and the 
increase already recorded since 1951. The estimate has, therefore, been in- 
creased by 20% to a total of 420,000. 


COMMUNITY AND BUSINESS SERVICES 


As noted above, education will likely climb from 144,000 to 330,000. 
On a conservative basis the balance of the community and business sector 
should double from 125,000 to 250,000 in the period. 


Thus total labour force in community and business services should ex- 
ceed a million in 1980, based on the median forecast of population. In short, 
community and business services would represent about 10% of the projected 
total labour force in 1980, compared with 8.2% of the labour force in 1951. 


One further aspect calling for attention is the question of females em- 
ployed within this group. In 1951, 58.8% of all the employees were female, 
a percentage reached by only one other sector—personal services. These 
figures are in contrast with an average of 40% for all the service industries 
and of 22% for the labour force as a whole. There does not seem to be any 
tendency for the ratio of female employees to rise; in fact, there has been a 
very small decline since 1931, as shown by Table 10. No doubt the high 
proportion of female employees arises from the nursing profession being 
included here and the relatively large number of female teachers in our pub- 
lic schools. There is no reason to suppose that there will be any marked 
change in the ratio of women employed in community and business service 
in the future. 


Capital Investment 


Table 49 divides gross domestic capital investment for this sector into 
five main categories, churches, universities, schools, hospitals and other in- 
stitutional investment. Figures are not available for the last category prior 
to 1954 but in most years, it is assumed that this figure would be relatively 
small. It can be seen that in general expenditures by all categories were 
sharply reduced in the 1930’s, and remained low during the war. The very 
large demand for new schools arising from the increase in the birth rate dur- 
ing and after the war has resulted in an increasing expenditure for schools. It 
will be noted that school population is expected to continue to rise and we 
may therefore expect continued buoyant capital expenditures in this sector. 
Both hospitals and churches have also shown a remarkable increase in capital 
expenditure since the thirties and early forties. 


As shown by Table 7 institutional services now represent 6% of the total 
gross capital investment in Canada and are exceeded, as far as the service 
industries are concerned, only by the government and trade sectors. Since the 
whole question of future capital investment by hospitals and schools has 
presumably been considered in separate studies for the Royal Commission, 
no attempt is made here to forecast the dimensions of future capital expan- 
sion other than to say that it seems obvious that large expenditures will 
continue. 
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Table 49 


GROSS DOMESTIC CAPITAL INVESTMENT (EXCLUDING 
INVENTORIES) BY INSTITUTIONAL SERVICES 


(millions of dollars) 


Forecast 
1926 1931 1936 1941 1946 1951 1954 1955 


@hurchesinas sen er 8.7 7.0 2.0 el 6.2 3201 3390 ee Sane: 
Universities...... 305 8.5 1.6 32 ie! 14.0 LS20) s19e1 
Schoolsicre sy sc-- 19.7 24.1 9.4 SEO byyjaey © slilileg) ley) © algal.) 
Hospitalstc.. 5.6 1223 Se 6.1 2823 2 nOy UO) AIG 
Other institutional Ve 9.2 
Totalgericiecictantee SS) S159 LSE eO TAe3 236,40 oe oS 


Sources: Department of Trade and Commerce, Private and Public Investment in Canada, 1926-1951 
(Ottawa, 1951), Tables 76 to 79, pp. 183 and 184. 
Department of Trade and Commerce, Private and Public Investment in Canada, Outlook 
1953 (Ottawa, 1953), Table 5, p. 14. 
Department of Trade and Commerce, Private and Public Investment in Canada, Outlook 
1955: Mid-Year Review (Ottawa, 1955), Table 5, p. 7. 
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Commercial Recreational Services 


While commercial recreational services in Canada account for a rela- 
tively small amount of employment, current trends in this field are of interest 
and are briefly dealt with in this chapter. 


In the census of service industries this group is composed of establish- 
ments primarily engaged in providing amusement, entertainment or recrea- 
tional facilities on payment of a fee as admission charge. Enterprises con- 
ducted on a non-profit basis and clubs conducted on a membership basis 
rather than along commercial lines are excluded. 


Table 50 divides the industry into two main sub-divisions with a third 
as a residual figure. Almost half the total employment falls into the category 
of the regular motion picture theatres with about 1,800 establishments, gross 
receipts of $100 million and 15,000 employees. Even this does not give the 
full picture of expenditure in motion picture entertainment as “regular 
theatres” exclude drive-in theatres and entertainment for which an admission 
is charged put on by community enterprises and itinerant operators, the 
inclusion of which would bring total receipts to over $108 million in 1951. 


In Table 51 recreational services are divided into only two sections, i.e. 
theatres and “other”, on the basis of labour force statistics contained in the 
official census. Both sources—census of service industries and the regular 
census—show a similar trend of increasing employment in the period 1941- 
1951. An increase does not appear for the period 1931-1941 in Table 51 
derived from the regular census, although the other source indicates marked 
improvement over 1931 in the census of service industries. The explanation 
for this may lie in the large number of part-time employees reported by con- 
cerns in the industry, but listed elsewhere in the regular census. 
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Table 52 shows per capita expenditure in motion picture entertainment 
and number of paid admissions for scattered years from 1931 to 1954. These 
figures are based on total receipts of regular theatres, drive-ins, community 
enterprises and itinerant exhibitors. On a regional basis, 1954 per capita 
expenditure varied from a high of $10.00 in British Columbia and Alberta 
to a low of $4.43 in Newfoundland. Each province shows an increasing 
trend in recent years until 1953 when Ontario turned down. In 1954 a 
further three provinces joined Ontario in showing a declining trend of ex- 
penditure. This is likely the influence of T.V., the long run effects of which 
it is too early to assess. 


On an over-all basis the number of paid admissions turned down in 1953 
and dropped a further 22 million in 1954. 


The 1954 annual report of Famous Players Canadian Corporation Limi- 
ted, which controls over 400 of Canada’s 1,900 theatres contained the state- 
ment that business is good on first run showings, but some of the smaller 
theatres have been suffering from television competition. “Experience has 
shown that television competition is most severe just after its installation, 
after which theatre attendance increases.” 


All in all it seems evident that a rising trend of expenditure on movies 
is coming to an end and, indeed, a downward trend may take its place. It 
would appear that little expansion can be expected in this industry in the 
foreseeable future and some contraction is likely. 


Capital expenditures are available for a few years only and are in rela- 
tively small amounts of five to nine million dollars and no important capital 
investment can be expected in the near future. (Figures are shown in Table 66.) 


The foregoing discussion has included theatres in some detail because 
this category not only has been the largest factor in employment but the most 
dynamic. If this industry is likely to decline somewhat in importance then the 
whole recreational services field, as defined, is likely to lack the factors re- 
quired for expansion and we may well see a much slower rate of growth. 
While it is very hard to make any definite statements in a matter depending 
so much on personal taste there seems little likelihood of an actual numerical 
decline in over-all employment but instead a very slow growth. 


The Tourist Industry in Canada 


While estimates are available of the amount of money spent by foreign 
travellers in Canada, no government statistics are available showing the 
amounts spent by Canadians in travel. An attempt has been made by Vernon 
Lang! to gather figures that should be included in any total of annual expen- 


1Vernon Lang, “Can Canada Make Tourism Pay?”, The Business Quarterly, Summer, 1955, Vol. 
XX, No. 2 (London, Ontario, 1955). 
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diture by all tourists and travellers in Canada both Canadian and foreign and 
his summary is as follows based on figures taken from various sources and 
years between 1950 and 1953: 


(millions of dollars) 


PMUDUG transpOrtation .s....-:/.. cs... occ ce. DLS 
Automobile transportation .............. 194.7 
Fiotel rooms and meals ..................... 164.9 
IAORC AC LCUPE He te ee P25 
LOE oe ee 587.8 


Table 53 shows the expenditure of foreign travellers in Canada which 
amounted to over $300 million for each of the years 1953 and 1954, and if 
Vernon Lang’s estimate were to be considered as complete, only half of all 
the travel in Canada would be done by Canadians. However, as Mr. Lang 
points out in his article, this is only a part of total tourist expenditure as 
among other things such items as restaurant meals, amusements and other 
retail purchases which are typical of travel and tourism are omitted alto- 
gether. 


Figures in Table 53 are the balance of payments on travel account be- 
tween Canada and other countries and give some indication of the growing 
importance of this industry in terms of current dollars. It is only in recent 
years that Canadians have spent more elsewhere than outsiders have spent 
in Canada. 


Table 54 


BALANCE OF PAYMENTS ON TRAVEL ACCOUNT BETWEEN 
U.S.A. AND OTHER AREAS—1946 AND 1953 


(millions of dollars) 


Credits Debits 
Spent by Spent by 
Non-Residents Americans 
in U.S.A. Abroad Net 
1946 1953 1946 1953 1946 1953 
Westerns Buropemeramicria: ene. « 38) 4] 62 es ice aoe 
Western Europe dependencies. . . 6 9 11 s ie a 
Ganadamrcmnac vaccines crc. eae 130 307 209 Ae Te ao 
Latin American Republics. ..... 77 138 164 a ee Rue 
Allother countiresm ss «1. .le sc 1] 32 11 ra =, 8 
WnitedskKincsdoilepecre ses... 1] 15 15 a ce ho 
Ofherstenlinevarcase nea. ses 6 10 20 19 
TUG NS Baloo ds oe coc ae aes 278 562 491 1,016 —213 —454 


Source: U.S. Department of Commerce, The Balance of Payments of ue cae States, 1919-1953; 
A Supplement to the Survey of Current Business (Washington, D.C., : 
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CHART 4 
DISTRIBUTION OF TRAVEL EXPENDITURES* IN FOREIGN COUNTRIES 
BY RESIDENTS OF THE UNITED STATES, 1942 — 1954 


PERCENTAGE (United States Department of Commerce) 
OF TOTAL 


50 


40 


10k 


1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954t 
* EXPENDITURES ARE EXCLUSIVE OF PAYMENTS TO OVERSEAS COUNTRIES FOR TRANSPORTATION 
TO AND FROM THE UNITED STATES 


ft DATA FOR 1954 ARE SUBJECT TO REVISION 
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The most important reason for this change is the changing habits 
United States travellers in recent years. The travel expenditures abroad of 
US. travellers are shown in Table 54 and illustrated in terms of percentages 
by Chart 4. It is apparent that both Canada and Mexico have been losing 
out on a percentage basis to Europe and the Mediterranean areas in the 
competition for U.S. visitors. In this case, it is undoubtedly the wealthier 
traveller who has accounted for most of this switch, but there is a much 
larger group of U.S. tourists who prefer to remain in their own country, 
many of whom could conceivably be attracted to Canada to offset those who 
now choose to go further afield. 


of 


An estimate made by the Curtis Publishing Company and quoted by 
Vernon Lang claimed that almost 94% of trips taken by American families 
were within the U.S. borders and the greatest competition to the Canadian 
tourist is alternative American attractions. There seems little doubt that the 
potential market exists if Canadian tourist agencies can succeed in attracting 
the large volume of business that is available. 


In terms of number of visitors there are still more travellers from the 
United States coming to Canada each year than Canadians visiting the 
United States. The available statistics are shown in Table 55 and this fact 
is clearly shown. The 26 million visitors from the United States is down from 
28 million in 1953 but about the same as in 1952. 


Table 55 
NUMBER OF CANADA-UNITED STATES TRAVELLERS, 1954 


(thousands of persons) 


Number of 
Canadians Number of United States 
Visiting U.S.A. Travellers in Canada 

SMO UUSTIN TANTS 6 ou Gop peace eae 20,636 22,212(a) 
PeTcenteomtOtalemmeeanentcs, catecs ced os od 88 84 
NEON CALCHIMALL AIC to ek ers 6 sc: 2,708 4,201 
RereCentvOlst@tallenep meters a) erctencian a deters: 12 16 
‘TROVE «cue gah ie ees eo OS SII OR ane eae ee 23,343 26,413 
PeTACCNOl Olam mer aee tie as ote estes ce 100.0 100.0 


(a) Includes only non-permit or local automobile traffic. 


Source: Dominion Bureau of Statistics, Travel Between Canada and Other Countries, 1954 (Ottawa, 
1955), Statement 8, p. 13 and Statement 12, p. 18. 


As a result of a special survey of Canadian visitors to the United States 
made in August—-December, 1954, an estimate is available showing the pur- 
pose of each visit and the average expenditure per trip. Almost 21% of Cana- 
dian visitors reported making shopping trips to the United States, 5% were 
on business, 3% listed the purpose as education, while the remainder go either 
for recreation or to visit relatives or friends. While the business and education 
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trips covered only 8% of all visitors, the average expenditure per trip was 
much higher in these two categories. 


The problem of attracting tourists to Canada has received a great deal 
of attention from tourist bureaus set up by federal, provincial and municipal 
governments, by travel organizations such as airlines, railways and buslines 
and by private tourist organizations. The field is far from neglected and most 
authorities seem to agree that continued publicity is required along with more 
and more attention to the provision of resorts designed to satisfy visitor re- 
quirements, more good roads, and distinctive tourist attractions. 


The importance of tourist business was given special emphasis in 1934 
when the Canadian Senate set up a special investigating committee under 
Senator W. H. Dennis to consider Tourist Traffic in Canada. The major con- 
clusions of that committee were summarized as follows:— 


1. That the Tourist Trade of Canada is capable of great expansion. 


2. That this is a matter of national concern, in the interests of the 
Dominion as a whole. 


3. That there is a need for the establishment, at as early a date as pos- 
sible, of a central organization at Ottawa to co-ordinate the activities 
of the multitude of tourist agencies, public and private, throughout 
the Provinces, as well as the work of those Federal Departments and 
Services interested in the promotion of tourist travel within and to 
Canada.! 


This latter organization has since been set up and is doing excellent work, 
but it is the first two statements that perhaps need re-emphasis at this time. 
Two important and continuing trends are apparent in all branches of Cana- 
dian and American industry, a trend toward a shorter work week and a trend 
toward longer paid holidays. This increased potential business is a challenge 
to the Canadian industry to provide the attractions not only to bring in U.S. 
visitors but to keep Canadians at home. 


While there are few statistics available to indicate the capital expenditure 
being made primarily to facilitate tourist trade, hotel expenditures are listed 
in Table 66 and show that capital expenditures have been $15-24 million 
in recent years. If data were available, capital expenditure on other facilities 
connected with the tourist trade would probably exceed these figures by a 
wide margin. Expenditure for the construction of other types of accomoda- 
tion such as motels and resort accomodation is not separated, and, of course, 
it is impossible to say how much of our expenditure on roads and improving 
transportation facilities is connected with the tourist industry. 


1The Senate of Canada, Reports and Proceedings of the Special Committee on Tourist Traffic 
(Ottawa, 1934), p. VIII. 
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It seems clear that the tourist trade has great possibilities as an industry. 
It is one for which Canada has all the “raw materials” and one which does 
not involve the use of a wasting asset. It is generally felt in the industry that 
capital investment carefully made within this field and further expenditure 
on publicity to support the already existing resort areas could achieve worth- 
while returns by persuading more Canadians to see Canada first and by 
attracting to Canada many USS. tourists who now restrict their travel to the 
U.S. or journey abroad. 


109 


110 


10 


PERSONAL SERVICE 


IN GENERAL personal services are those that can be performed by indivi- 
duals with relatively little formal training, so that many consumers perform 
them for themselves. The major industries in this class are laundering and 
cleaning, domestic service, barbering and hairdressing, and hotels and lodg- 
ing houses. A complete list of the industries included under the heading of 
personal service in the Standard Industrial Classification Manual may be 
found in Appendix A. 


Table 56 


DISTRIBUTION OF THE LABOUR FORCE IN THE PERSONAL 
SERVICE INDUSTRIES, CANADA, 1931-1951 


(thousands ) 
1931 1941 1951 

Industry Male Female Total Male Female Total Male Female Total 
Dyeing, cleaning 

and pressing... 3.7 Ls 5.0 4.8 D6 14, 10.0 all = Tye 
aun Gnesi eer 1,11 pe JES 8.3 UO 11553) 2 ah! 
SUD=lOtal nee eee 13.8 G.6 20.5 133.1 ORO een ore 13 LAG 
Barbering and 

hardressing.... 16.4 On Smo oe AO eee 2onO WS D3 B.S) 
Photography...... Ds 0.6 2.9 DE 0.9 350) Sal es 4.6 
Private households. 12.6 145.7 158.4 jo USI ENG 2 Sell Weal WU 
Undertaking. ..... es 0.1 1.9 2S) Ot 2.4 Doe ll 0.2 D3) 
Other personal 

SCIVICC HE enya 5.8 2.8 8.6 4.4 0.7 Sl asd DAS AOS 
Hotels and Lodging 

NOUSCS sn eee PES.3) ODO Sif 553 2. Se Oso OSE: 40/3229 ee Berl 
Sub-totaleeer ene SED el Ole eT R9 EO 23753 Bil e3) 88.6 140.0 228.6 
Restaurants, cafes 

and taverns.... 29.8 19.7 49.5 Po ssi SAS 38.0) > 4D R Ss eeSORS 
Otay. ee eck ee 141.0 211.5 322.5  103.8262:4 366.2. \126:Gneiooee leno 


Source: Dominion Bureau of Statistics, Occupation and Industry Trends in Canada, 
Pub. No. SP-8 (Ottawa, 1954), Tables 10 and 11. 
Note: Not including Yukon, Northwest Territories and Newfoundland. 


PERSONAL SERVICE 


In sharp contrast to other service industries, the labour force under the 
heading of personal service actually declined by some 13,500 persons, or 4%, 
between 1931 and 1951. Personal services’ share of the labour force also 
declined from 8.2% in 1931 to 60% in 1951. In spite of these declining trends 
there are still over 300,000 people engaged in personal service and, as shown 


by Table 8, only retail trade and community and business services were larger 
ia) 1951. 


Table 56 shows the distribution by industry and sex of the labour force 


engaged in personal service in the years 1931, 1941 and 1951. Comparable 
detailed figures are not available prior to 1931. 


It is evident from this table that the four largest categories in personal 
service are domestic servants, hotels and lodging houses, dyeing, cleaning and 
pressing together with laundries, and finally restaurants, cafes and taverns. 


Restaurants are considered elsewhere in this study under Retail Trade 
because the Census of Distribution classifies them under this heading. The 
remaining three groups are considered separately in this section. 


Domestic Service 


In 1931 and 1941 about half of the personal service labour force was 
employed in private households, but in the decade 1941-1951 the number 
of people engaged in private households fell very sharply from 186,000 to 
80,000. Not only was the increase that occurred in the previous decade 1931- 
1941 wiped out but the reduction continued to the point where there were 
only half as many in the labour force in 1951 as there had been twenty years 
earlier, and the percentage of total labour force fell from 4% to 142%. Insofar 
as we are able to determine, this marks an unprecedented change in employ- 
ment within such a short period and for this reason domestic service is dealt 
with in some detail. 


While the census figures show a very sharp drop there is no way of deter- 
mining the number of persons who were engaged as part-time domestic help 
at either census date. It may be assumed, we believe, that there would be a 
tendency for the census to understate the number engaged on a day to day 
basis and there may have been a very real increase in their number in the 
ten year period which, if true, would offset in part the very sharp decrease 
in the numbers recorded by the census. 


The fact that there were less than half as many domestic servants in 1951 
as there had been ten years earlier suggests that many routine personal ser- 
vices formerly handled by domestics are now being carried out by persons 
in their own homes partly with improved mechanical aids and sometimes 
with increased part-time help. This implies a change in the habits of Cana- 
dians and especially of Canadians as part of the family unit, which in this 
case is considered as an actual or potential employer of labour. 
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Most people would agree that there has been a change in the structure 
and function of the family since the turn of the century as well as in the role 
of the mother in relation to this changing family pattern. 


Table 57 
DOMESTIC SERVANTS IN PRIVATE HOUSEHOLDS 
PER 1,000 FAMILIES—CANADA, 1931-1951 
(thousands of persons) 
1931 1941 1951 
Domestic servants in private households(a).......... 158 186 30. 
Number oftamilicss20 ere. een ane 2,149(b) 2,525(c) 3,208 (c) 
Domestic servants per 1,000 families............... T3a5 TEs-d 24.9 


Note: Not including Yukon, Northwest Territories and Newfoundland. 

Sources: (a) Dominion Bureau of Statistics, Occupation and Industry Trends in Canada, Pub. No. 
SP-8 (Ottawa, 1954), Tables 10 and 11. 
(b) D.B.S., Census of Canada, 1931, Vol. V (Ottawa, 1935), Table 86, p. 1110. Note: For 
this year the figure for families of two or more persons was used. 


(c) Census of Canada, 1951, Vol. III (Ottawa, 1951), Table 127, p. 127-1. 


In 1951 there were one and a half times as many families in Canada as 
there had been in 1931 as shown by Table 57. In contrast to this there were 
considerably fewer domestic servants in 1951 than there were in either 1931 
or 1941, so that in terms of servants per 1,000 families there was a very 
sharp reduction from 74 per 1,000 in 1941 to 25 per 1,000 in 1951. 


Very naturally the question is raised—has there been a decrease in the 
effective demand of Canadian families for servants in spite of the increase 
in the number of families which implies an increased potential demand for 
servants? Or has there been a decrease in the supply of servants so sharp that 
they cannot be had at any reasonable price in certain regions? 


So many factors are involved in the problem that the fundamental an- 
swers are difficult to isolate. Certainly many families would be very quick 
to say that they do want a full-time servant if one of high quality could be 
obtained at a reasonable price. But the real cost of maintaining a full-time 
domestic servant is very high today. A recent article in Fortune magazine 
describes the situation very briefly: 


‘ 


"....And consumers, no matter how prosperous they become, will tend 
to spend their money where they get the most for it. It is often said that 
‘nobody (meaning only a couple of million Americans) can afford 
servants today.’ Actually plenty of Americans, probably more of them 
than ever before, could ‘afford’ servants, but they don’t have them 
simply because they can get so much more for their money elsewhere. 
Because keeping a servant costs as much as keeping three motorcars or 
carrying a $50,000 house, many well-to-do people prefer to spend the 
money on luxuries other than servants. If keeping a servant in 1980 
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costs as much as keeping three motorcars and carrying a $75,000 
house, well-to-do people will tend more than ever not to ‘afford’ full- 
time servants.”? 


In spite of the cost of domestic servants several factors in addition to the 
increase in the number of families noted above seem to indicate that demand 
for servants ought to be very high in Canada today. 


The proportion of married women in the labour force in Canada in recent 
years has increased considerably. In 1951, one married woman in every nine 
went off to work. In other words, 11.2% of married women, 15 years of age 
and over, were in the labour force in 1951, as compared with 3.7% in 1941, 
as shown in Table 58. One would expect this to increase the demand for 
servants as working wives should be in a better position to afford servants 
and would be less likely to be in a position to perform as much household 
work. 


Table 58 


NUMBER AND PERCENT OF MARRIED WOMEN, 
15 YEARS OF AGE AND OVER, IN THE LABOUR FORCE— 
CANADA, 1941 AND 1951 


Number of Married 


Women—15 Years Married Women in 
of Age and Over The Labour Force 
Number Per Cent 
of Married 
Women 
I learepee ee ores Neieee neater Aone 2,292,478(a) 85,633(b) 33 40/ 
MO Si erreartce os totvereicee Ucmece whatetelae 3,119,824(c) 348,961(d) PED 
Note: Labour force figures for 1941 do not include those on active service. There were 1,132 females 


on active service in 1941 of whom 889 were gainfully occupied prior to enlistment. 
Sources: eS ait Bureau of Statistics, Census of Canada, 1941, Vol. IV (Ottawa, 1941), Table 3, 
p. 20. 


(b) Ibid., Vol. VII, Table 5, p. 55. 
(c) D.B.S., Census of Canada, 1951, Vol II (Ottawa, 1951), Table 1, p. 1-1. 
(d) Ibid., Vol. IV, Table 11, p. 11-12. 


At this point it is of interest to look briefly at the situation in the United 
States and Great Britain with respect to working wives. A quotation from 
America’s Needs and Resources: A New Survey gives a good picture of the 
situation in the United States. 


A century ago the married woman with paid employment was excep- 
tional. In 1900, six per cent, and in 1940, 15 per cent of all married 
women were estimated to have employment outside the home. By the 
early 1950’s the employment of married women had so increased that 
one wife out of four either had or was seeking a job.” 


1Gilbert Burck and Sanford Parker, “Productivity: The Great Age of 3%,” Fortune, November, 
1955, p. 105. 

2}. Frederick Dewhurst and Associates, America’s Needs and Resources: 
York, 1955), p. 244. 


A New Survey (New 
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A recent newspaper article from the New York Times News Service con- 
firms this and elaborates on the situation. 


“The old time career woman is disappearing and her place is being 
taken by the mother of children who goes to work when her children 
reach school age. 


“Early marriage and concentration of child bearing in the early years 
brings women permanently into the labor market at around Spee sae 
David (executive director of the National Manpower Council) indi- 
cated. Women live longer, Dr. David said, and can work longer. Today, 
with 30 per cent of the total labor force women, 60 per cent of em- 
ployed women are married and half of them are over 40 years of age, 
figures presented to the conference showed. Of all wives in the country 
one-quarter are in the labor force.”! 


Turning to Great Britain, a recent newspaper article from the Associated 
Press gives some insight into the situation there. 


“Tucked away in a quiet corner of a factory yard, 20 children play in a 
nursery——symbols of a silent revolution that has altered the pattern of 
British family life. 


“Before the Second World War, only 900,000 British wives went out 
to work. Now, nearly 4 million put out notes for the milkman and 
hurry off to shops, offices and factories . . .”2 


A third factor which would seem to increase the demand for servants is 
greater urbanization, since non-farm families employ more domestic servants 
than farm families and between 1941 and 1951 the percentage increase in 
urban population was 32.7% as compared with a 7.7% increase in rural popu- 
lation for the same period. 


A fourth factor which would imply an increased demand for servants 
is the rise in real income per family. Disposable income per family is esti- 
mated at $2,036 in 1951 in contrast to $1,665 in 1941, both figures ex- 
pressed in 1935-1939 dollars. 


On the other hand, a factor in reducing the demand for servants was the 
greater proportion of households occupied by two or more families in 1951 
than in 1941 (6.7% in contrast to 5.3%). Families with more than two adults 
should have less need for servants and have available a larger supply of “un- 
paid” service. 


Moreover, about 21% of all occupied dwellings were apartments and flats 
in 1941 in contrast to 26% ten years later, and a number of interesting factors 
tending to reduce the demand for servants can be associated with this in- 


“More Mothers Work in U.S., Survey Shows,” Montreal Gazette, January 19, LOSG sep eadile 
2 “VT atchkey’ Children Deplored,’’ Montreal Gazette, January 115) 1956; p. 9) 
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crease. Wealth alone is no longer a sufficient reason for families to maintain 
large homes and many servants. Scarcity of cooks and gardeners, combined 
with the high wages of those available, as well as high taxes on large homes, 
many of which are no longer needed after children have grown up, causes 
numbers of families to sell their homes and move into luxury apartments. 
Sometimes these families rent two apartments, while some are able to acquire 
luxury apartments with three bedrooms and two bathrooms and much larger 
rooms. Often maid service is provided at cost. In this we may be seeing the 


emergence of a new trend that will tend to reduce the demand for workers 
in private households in the future. 


In a discussion of domestic service one can hardly ignore the question 
of technological advances in the function and design of household appliances 
which have had a revolutionary effect on home management since the turn 
of the century. Early in this century the mother spent the greatest part of 
her day in the kitchen. The family was most often an independent economic 
unit and the husband worked long hours in or near the home. The wife, when 
she did not have a servant in the home, did all the domestic work and some- 
times even assisted her husband in the family trade. Her days were filled with 
preparation of food. Family washing meant boiling water on the wood stove 
and using wash tubs, scrubbing board and hand wringer. Irons had to be 
heated on the stove and reheated at frequent intervals. 


Technological developments have greatly reduced the time and effort 
necessary to perform routine household tasks. By 1910 a few power driven 
washing machines were available but vacuum cleaners and washing machines 
were produced in quantity only after World War I. 


A study of the increase between 1940 and 1950 in the number of occu- 
pied dwelling units in the United States equipped with electricity, electric or 
gas stoves and refrigerators, electric washing machines and vacuum cleaners 
indicates that these pieces of equipment are now so widely owned as to be 
almost standard equipment. In 1950 an electric iron was found in nine out 
of ten homes in the United States, a refrigerator in cight out of ten homes, 
a gas or electric stove in more than seven out of ten homes, and a washing 
machine in nearly seven of ten homes in the United States.1 


In each case the increase, between 1940 and 1950, in the number of 
homes equipped with these appliances was greater than the increase in the 
number of occupied dwellings. 


A similar situation exists in Canada. For instance, the proportion of con- 
sumer expenditure for goods and services spent on mechanical appliances, 
furniture and furnishings followed much the same pattern in Canada between 
1940 and 1950 as in the United States, but at lower levels. (See Tables 59 
and 60.) 


1Dewhurst and Associates, op. cit., pp. 240 and 241 
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Table 59 


AMOUNT AND PERCENT OF CONSUMER EXPENDITURE ON 
GOODS AND SERVICES ON SELECTED CONSUMER 
DURABLES®) CANADA, 1941-1950 


(millions of dollars and percentage) 


Total Consumer Consumer Expenditure 
Expenditure on on Selected Consumer 
Goods and Services Durables 


Amount Per Cent 


LOAD, 0.2 Gropehe sais Sie tebaralaks 1s Miernie ie oiels $ 5,053 $245 4.8 
OG i score laa! sere ste ls wits weve neienrons exes SUS) 247 4.5 
1943 ir ditins (so tae Kichcvenetede thedols sete tonenee 5,728 224 32 
LOA eine ela score lstors prelsleieys eis soteeuoeete 6,187 234 20 
MOA SP stylet Felexsite olcsstete eyogeteraer een oeietsrs 6,811 265 329 
LOAF Oars netic tte recente Macaacads OU 403 Sell 
LOA To iateeere pnts siamelene, sictatetsrapssveletecerstedets a2 518 ale 
OPA TOMene dtat AAE GA SOM GO Gora & 10,112 SS) aya i 
14D sy onegotsqete oberty aim ete wisioteratet ata stereo rst 10,833 628 Se 
BOSE esate tuevevleve svaetiene vel ciereeet al sates 11,718 663 ad 


(a) This category includes furniture, house furnishings, appliances and radios. 
Note: Figures for 1949 and 1950 are exclusive of Newfoundland. 


Source: Dominion Bureau of Statistics, National Accounts, Income and Expenditure, 1926-1950 
(Ottawa, 1951). 


Table 60 


AMOUNT AND PERCENT OF CONSUMPTION EXPENDITURES ON 
SELECTED CONSUMER DURABLES®), U.S.A., 1941-1950 


(millions of dollars and percentage) 


Total Consumption Expenditure 
Consumption on Selected Consumer 
Expenditures(b) Durables(c) 
Amount Per Cent 
A ON ae AG hie Seed toe $ 82,255 $ 5,870 el 
LAE Pane tdmen At coma BEAN arian oP . 91,161 5,781 ons 
LOA a cen: Beekiee, Rie, A Oe nie ae 102,244 5,247 Doll 
LOA A ee ovce ta Cems eater aE ec ee TES SO 5,292 4.8 
LOAD ale ante eeeener hecee ene e 123,079 6,033 4.9 
LOA GW zt. cele Rene aye: Ade eee hed 146,907 10,540 GoD 
OAT ieceins wo ece Narr ee ee ee ee ee eee 165,570 12,968 Ps 
HOLS Satie Sov eee es 177,890 13,692 Ue 
DAO Naso Maat at eee en Meee 180,588 12,931 Hed 
TODOS aioe ia Ae cee ee te 194,550 15,382 GP) 


(a) This category includes furniture and furnishings, mechanical appliances, radio and television 
receivers, phonograph parts and records, pianos and other musical instruments. 


Sources: (b) Frederic Dewhurst and Associates, America’s Needs and Resources: A N. Su New 
York, 1955), Appendix 4-4, p 966 and 967. ae me 


(c) Ibid., pp. 969, 970, 978 and 979. 


In addition to technological advance, many of the activities formerly 
carried on at home have been transferred to industry. Bakeries now make 
bread and canneries preserve the fruits and vegetables that were once the task 
of the housewife or her servants. An ever growing list of frozen foods are 
now fully prepared, except for cooking, for household consumption, and 
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manufacturers are paying increasing attention to providing other food pro- 
ducts in the most convenient form possible. 


Consider too the growth in laundries, dyeing, cleaning and pressing 
establishments as well as restaurants. 


Thus technological advance and the abandonment of activities by the 
household as well as certain changes in the characteristics of families and 
in housing trends help to explain the decrease in the desire of Canadian 
families to hire servants. 


Discussion in the previous pages has been confined to various aspects of 
the effective demand for domestic servants. Certainly many more families 
would like to employ domestic servants but one factor in their unwillingness 
to do so is the very large increase in servants’ wages and supplementary 
benefits. Even at the increased wages the effective demand for experienced 
domestics is not being satisfied, as witness the classified columns of our large 
daily newspapers. 


Turning now to a discussion of the supply side of the picture, it will 
be noted from Table 56 that over 90% of the employees in private households 
were women and women employees in this category fell from 178,055 in 
1941 to 75,122 in 1951. There are many reasons that have helped to account 
for this change but chief among them is the new role of women in industry 
during and since World War II and in order adequately to explain this change 
it is necessary to look at the whole picture of women in industry. 


Female Labour Force in the Service Industries 


Women made up 22% of Canada’s labour force in 1951, up from 17% in 
1931. (See Table 10.) Both in absolute numbers and as a percentage of the 
female population, there were more women in Canada’s labour force in 1951 
than ever before; comparing 1951 with 1931, 3.7% more of the female popu- 
lation of Canada was in the female labour force. (See Table 61.) Numerically 
there were approximately one and three quarter times as many women in the 
Canadian female labour force in 1951 as in 1931. 


- Of particular interest is the change in the distribution of women workers 
within the various industrial classifications of the labour force, and this is 
brought out by Table 62 which shows the number and per cent of the female 
labour force by industry for the years 1931, 1941 and 1951. 


In 1951 two-thirds of all women employed were in the service industries, 
a decrease of six percentage points from 1941. This relative loss by the ser- 
vice industries was wholly accounted for by the reduction in domestic ser- 
vants, only partially offset by increases in other service industries. In terms 
of percentage points, trade showed the largest increase, up 4.6 points be- 
tween 1941 and 1951, although all sections except personal service also 
registered an increase. 


a 
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Table 61 
PERCENTAGE OF POPULATION IN LABOUR FORCE, BY SEX 


(thousands and per cent) 


Male Labour Force Female Labour Force 
Per Cent of Per Cent of 
Male Male Female Female 
Population Number Population Population Number Population 
LOS ieee 5,367 3,50 60.7 4,997 665 H3.3 
ee Bane 5,890 3,363 Sail 5,599 833 14.9 
VOSS Ase 6,889 4,032 58.5 6,734 1,147 170 


Note: Not including Yukon, Northwest Territories and Newfoundland. Persons on active service are 
excluded from the 1941 labour force figures. 

Source: Dominion Bureau of Statistics, Occupation and Industry Trends in Canada, Pub. No. SP-8 
(Ottawa, 1954), Table 1. 


Table 62 
DISTRIBUTION OF FEMALE LABOUR FORCE BY INDUSTRY 
1931 1941 1951 
Privatevhouseholds!"s..0. 16 3. ee ee 145,729 178,055 WS 22 
Pércentof totale. 0 20 eee ee 21.9 Plbes} 6.5 
Otherpersonaliservice .a-8 ok Pere eee 65,735 84,326 107,211 
Percent ol totale .t 6 eee, ie ee ee 9.9 10.1 9.3 
Personal Service iene Salsas rces sae ee aa eas 211,464 262,381 182,333 
Per Cent Of totale a wes, (2 a eee ee SS ils 15.9 
TRAGG iy Sonera 5. <i ec ee i ee 85,050 112,783 207,261 
Per centofl totalats..c ee ee ee IDS BES 18.1 
Finance: 1c. Site ao som i aioe ee 24,965 28,369 63,722 
Per centof totale... 0,. - acne On ee 3.8 Bee S56) 
Professional service(a) ¢ +... ty, aren see eee 150,480 17S 12 256,061 
Percent Of totaly. 0h... scchen cree ae ee D226 ADS DS 
GOVernMents. 2 ..'ooc ioe t ee ee ee ee 15,475 27,946 52,431 
Pen cent Or total 15. Akt, ae ae ee a aS Bes 4.6 
All service, idistiies 44) cu ceeee ee 487,434 602,791 761,808 
Per Cent-of Total ine... ocean en We33 TA 66.5 
Transportation, storage, communication and 
public utilitiesy. .i7 chee ec eee ee 24,440 21,786 SSE Sv 
Percent Of total...) yearn ake nee ee 3a fl DIG yf 
Agriculture, forestry and CUSIRTS 5 aine ae oe ee 24,970 19,994 37,664 
Percent Ol totals 7. 0 Ae ee? int nen gee mee Se 4 357 
Mining : iar. arith See Ae UE Ae 3515) 584 D265 
Per. Centon total sa are eer. te) ee eee Om 0.1 0.2 
Mantlacturinig 7. (he" same aa) nena ine (ie eel 122,806 181,290 273,136 
Rercont Of total yin, saree tia, AO eee Cie 18.5 21.8 23.8 
WOTStUCHOR na. ee aia ct ae anes ae 1,576 1,489 5,958 
Per cent Oltotal wi69 dae androgen eee oie On 0.2 ORS 
INOUE Speciiodion sx pire ss.55 ssi. we ete ae ee 3,721 4,926 12,888 
Pep-centiopitotalemne aa. sone Ate. Onn eM BA 0.6 0.6 ial 
Total female labowr force) ai us. aeen tance 665,302 832,840 1,147,241 
Percent /of tOfalteatmcc RN ae 12) sein Sram 100.0 100.0 100.0 


(a) Includes Community, Business and Recreation. 
Note: Not including Yukon, Northwest Territories or Newfoundland. 


Source: Dominion Bureau of Statistics, Occupation and Industry Trends in Canada, Pub. No. SP-8 
(Ottawa, 1954}, Table 11, 
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In passing it should perhaps be noted that transportation, public utilities, 
and manufacturing as well as the service industries have been attracting an 
increasing percentage of the female labour force. 


Thus, in conclusion, one can say that the distribution of women workers 
within the various industrial classifications has significantly changed. Al- 
though there was an increase in the proportion of the total labour force 
employed in the service sector of the economy, a smaller proportion of all 
women workers were thus employed. In effect, women moved from domestic 
service in private households to employment in other industries. 


Immigration as a Source of Domestic Servants 


One commonly held view is that immigration provides one particularly 
good source of supply for domestics. This does not appear to have been the 
case with immigrants coming to Canada between 1946 and 1951. Depart- 
ment of Citizenship and Immigration records show that 20,300 persons who 
came to Canada between 1946 and 1951 intended to become domestic 
servants at the time of immigration. (See Table 63.) We do not know exactly 
how many of these followed their original plan, but there is evidence that 
a good many either took other work or married. The 1951 census reveals 
that a total of 16,290 persons in the labour force in personal service, in- 
cluding hairdressing, laundries etc. in addition to domestic service, came to 
Canada between 1946 and May 3lst, 1951.1 As we have seen from Table 
56, domestic service made up only a quarter, or 26.0%, of the personal 
service category in 1951 and yet there were 4,010 fewer immigrants em- 
ployed in the whole personal service section than indicated their intention 
to become domestics. 


1Dominion Bureau of Statistics. Census of Canada, 1951, Vol. IV (Ottawa, 1953), Table 20. 


Table 63 


IMMIGRATION TO CANADA SHOWING INTENDED OCCUPATION 
AS DOMESTIC SERVICE FOR THE PERIOD JANUARY 1, 
1946 TO MAY 31, 1951 


Period of Immigration Number of Persons 
Dawe hep wand Viately Of 1946 06.5 rales 2 ebjeinle ip se eens eee ee 139 
JS rey IR ICY ia ey 64 le Re enn ene ance one noont eo 
(Nets le ES) he ni) Ee 8) IES ESS ea 3,260 
J Cohiny le WI oer 1 Cig 3 en OBIS re eee ec i ie 8,175 
INP Il, 14D o IMleie. Sik, IDNYS 6 ob ods oweudcceode bod UC oUOmOEoC oh 
Pia 1950 MAR IS LOD Le ci hen ae ete ecte See ae a miss 2 oelee ee 
PADEM ATI IVINS OL D995) 6 oir in ni wei es eo rere ere eucienesesers eee 
Potala sani 946 May S17 951% one es aoe esi bee gomnenee. 20,300 


i i i i 5 i i i for the fiscal 
ew rants coming to Canada, showing intended occupation domestic service, 
aot eat chided Mar. 41, 1946 numbered 556 persons. For the fiscal year ended Mar. 31, 1952 
they numbered 7,273 persons. p . hs 
Sources: Data for 1946-1949: Department of Mines and Resources — Immigration Branch — Annua 
Reports. : ; ; 
Data for 1950 and 1951: Department of Citizenship and Immigration—Immigration Braiich 
—Annual Reports. 
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Table 64 


DOMESTIC SERVANTS PER 1,000 POPULATION FOR CANADA, 
THE UNITED STATES AND GREAT BRITAIN, 1931-1951 


1931 1951 
Domestic Servants Domestic Servants 
Population Number Per 1,000 Population Number Per 1,000 
000 000 Population 000 000 Population 
Canada(a). 10,363 158 15.3 13,623 80 5.9 
United 
States.. 122;773(b), 2;025(e) 16.5 150,697(b) 1,513(c) 10.0 
Great 
Britain(d) 44,795 {sys} 34.0 48,854 494 10.1 


Sources: (a) Figures for Canada taken from Table 8 and Table 56. F 
(b) U.S. Department of Commerce, Statistical Abstract of the United States 1952 (Washing- 
ton, 1952), Table 2, p. S—Note: For the years 1930 and 1950. 


(c) George P. Stigler, Trends in Employment in the Service Industries, (New York, 1955), 
Chapter V, p. 3. 

(d) Central Statistic Office, Annual Abstract of Statistics, Bulletin No. 92 (London, 1955), 
Table 12, p. 15 and Table 14, p. 16 and Table 6, p. 7. 


Comparison with Other Countries 


Table 64 shows the number of domestic servants per 1,000 population 
for Canada, the United States and Great Britain. 


In 1901, Great Britain had 41.3 servants per 1,000 population—more 
than Germany, the United States! or Canada. By 1931 this had fallen to 34 
domestic servants per 1,000 population compared with 16.5 per 1,000 in 
the United States and 15.3 per 1,000 in Canada. 


As shown in Table 64, the number of domestic servants per 1,000 popu- 
lation in Great Britain had fallen sharply to 10.1 in 1951, almost the same 
ratio as in the United States. In Canada, the number of domestic servants 
declined to 5.9 persons per 1,000 population, much lower than in either the 
U.S.A. or Great Britain. 


Future Employment in Domestic Service 


Having considered employment in domestic service in Canada from the 
point of view of supply and demand, and having taken a brief look at the 
situation in Great Britain and the United States, one can only conclude that 
a smaller proportion of the Canadian labour force will be employed in private 
households in the future. 


The major consideration on the side of increased demand for servants is 
the question of married women working. Experience in the United States 
and Great Britain has shown that this does not turn the tide in the direction 
of greater employment in private households. In this connection it is possible 
that there has been a demand that has not been met due to the short supply 


‘George Stigler, Domestic Servants in the United States, 1900-1940, ‘‘National Bureau of Economic 
Research—Occasional Paper, No. 24”? (New York, 1946), Table 2, p. 4. 
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of domestics, but a more important influence is a changing outlook on the 
whole question of servants. For example, industry has reduced the number 
of hours which employees are required to work, and there is every evidence 
that this trend will continue. Thus people, generally speaking, have more 
leisure time today than ever before. Some of this leisure time is spent in the 
home and current magazines encourage the “do it yourself” philosophy. Such 
hobbies as gardening, carpentry, interior decoration and painting are popular 
and also serve to beautify the home and facilitate household operation. 
Entertaining and meal service has to a certain extent become more simplified, 
as witness the widespread custom of having barbecues in place of more 
formal meals. Then too, the modern husband helps his wife with her house- 
work since many wives are gainfully employed to supplement the family 
income. 


Because potential domestics have opportunities to work in industry under 
good working conditions with satisfactory wages and opportunities to join 
unions for the protection of these rights, few are willing to stay in their 
former jobs and those who do naturally think in terms of the going wage rate. 


A further important factor in this field is the increasing use of part-time 


| help both for general domestic work and as baby-sitters. While the provision 


of such assistance is being placed more and more on an organized basis, the 
major part still remains unorganized and, in large part, unrecorded. Fre- 
quently persons employed are either older or younger than most of those in 
the labour force and are unlikely to be counted as part of the labour force 
by the census. 


However, the very sharp change that took place between 1941 and 1951 
has probably reduced the number of domestic servants to as low a figure as 
we are likely to see, and this together with the increasing number of part- 
time workers who should be included here leads to the prediction that there 
will be a small numerical increase in labour force in private households—the 
resulting figure being in the neighbourhood of 100/125 thousand by 1980. 
This, of course means a further drop in the percentage of total labour force 
engaged in private households at that time. 


In order to predict the labour force for 1980 in the personal service 
category, excluding restaurants, cafes and taverns, we must now turn to 
other major industries such as laundries, cleaners and dyers, hotels and 
lodging houses which, taken together with domestic service and restaurants, 
cafes and taverns, made up all but a small percentage of the labour force in 
personal service in 1951, as shown in able. 3.6. 


Laundries, Cleaners and Dyers 


Data from three different sources, namely the Census, the Census of 
Distribution and the annual reports of the Dominion Bureau of Statistics on 
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laundries, cleaners and dyers all show an increase of approximately 50% in 
employment in these industries between 1941 and 1951, as shown in 
Table 65. 


Table 65 
EMPLOYMENT IN LAUNDRIES, CLEANING AND 
DYEING ESTABLISHMENTS 
Census of Annual! Neen of 
Census(a) Distribution(b) Reports(c) Employment(d) 
(1949 = 100) 
L930 Re vneeee — 20,389 11,885 — 
LOS TO ce te 20,482 — eae — 
POAT APRA cole cute 2223 25,088 18,889 WSin8} 
(ROBY Bed 4 cada ee 33,518 38,166 29,231 99.5 
LOD Gee one eee —— — 30,490 102.6 
LOS Sie ued ee — _ — 106.5 
Sources: (a) Data taken from Table 56. Figures do not include the Yukon, Northwest Territories or 
Newfoundland. 
(b) Dominion Bureau of Statistics, Census of Distribution 1930, 1941, 1951. 
(c) D.B.S., Laundries, Cleaners and Dyers, Bulletins. 
€d) D.B.S., Annual Review of Employment and Payrolls. 
Table 66 
GROSS DOMESTIC CAPITAL INVESTMENT 
(EXCLUDING INVENTORIES) 
Commercial Services 
(millions of dollars) 
Forecast 


1931 1941 1946 1951 1954 1955 


Laundries and dry cleaners... .. — _ Li AyD) 4.9 3.6 
PHeCatres eS. cee Wek fe a _— — el 540) Sia) 538) 
FIOUGISS 3c Seton ice ae — — 10.5 Dara imal 1756 


21 Se we 4a CNS 85.2 
otal, 15, IA Saeed 12:2 42:7  § 39.0) 40890 MeLcOnOmmn aioe 


Sources: Department of Trade and Commerce, Private and Public Investment in Canada. 


There was, however, a very small increase in employment between 1951 
and 1954, according to the annual reports and also the index of employment. 
It would seem that the increased home use of automatic washing machines 
and dryers has begun to make itself felt in the laundry trade. 


The difference in the increase in the two periods makes a projection of 
employment in these industries difficult. If we assume that the increase will 
be twice that of the period 1951-1954 (which was about 10% a decade ac- 
cording to the index of employment) and less than half that of the 1941- 
1951 period, a projection of employment in laundries, cleaning and dyeing 
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establishments for 1980 would reach approximately 57,000 persons, includ- 


ing working proprietors and paid employees, compared with 34,000 in the 
1951 labour force. 


Capital investment, in comparison with national totals, has been very 
small as shown by Table 66. 


Hotels and Lodging Houses 


The census figures for hotels and lodging houses are shown in Table 
67 and give an over-all picture of employment in these two categories taken 
together. According to these figures there was an increase of approximately 
12% in each of the decades 1931-1941 and 1941-1951. As these are regular 
census figures they represent information gathered from individuals. 


Table 67 
EMPLOYMENT IN HOTELS AND LODGING HOUSES 
Hotels and Lodging Hotels and Tourist 
Houses Camps Hotels 
Census of Hotel 
(Census)(a) (Distribution) (Bulletins) 
LOSOM ne eet tcl ek. —- 33,847(b) 33,309(e) 
ASS IS chant chat Sie ae ere 57,508 — — 
1a ees tee fap a ee 65,415 53,877(c) 50,608(f) 
IIo Pest da arch Sacer te See ae 73,659 66,632(d) 59,263(g) 
OSG Mpnr saat afoot ecuh Ln Paths — — 64,23 1(h) 
Sources: (a) Data taken from Table 56. Figures do not include Yukon, Northwest Territories and 


Newfoundland. 


(b) Dominion Bureau of Statistics, Census of Canada, 1931, Vol. XI (Ottawa, 1934) Table 1, 
p. 1249 and Table 1A, p. 44. Figures include camp grounds. 


(c) D.B.S., Census of Canada, 1941, Vol. XI (Ottawa, 1947), Table 1, p. 612 and Table 1, 
p. 410. Figures include camp grounds and tourist camps. 


(d) D.B.S., Census of Canada, 1951, Vol. VIII (Ottawa, 1954), Table 21, p. 21-3. Figures 
include tourist camps, 


(e) D.B.S., Census of Canada, 1931, Vol. XI (Ottawa, 1934), Table 1, p. 1249. 
(f) D.B.S., Hotel Statistics, 1941, (Ottawa, 1943), Table 1, p. 4 

(g) D.B.S., Hotels, 1951, Vol. 4, Part III (Ottawa, 1954), Table 4, p. S-9. 

(h) D.B.S., Hotels, 1953, Vol. 3, Part III (Ottawa, 1954), Table 6, p. S-12. 


The Census of Distribution column, also shown in Table 67, includes 
hotels and tourist camps and the data was based on returns from concerns 
in the industry. The hotel bulletin data is for hotels alone and represents 
returns made by the hotels. 


A study of Table 67 seems to suggest a gradual decrease in employment 
in lodging houses alone, as hotel employment alone has increased much 
faster than the two combined. While the figures shown are from different 
sources and exact comparisons are not possible, the general conclusion is 
borne out by Stigler’s statement concerning the United States—“The taking 
of boarders and lodgers is an activity that has largely leit the house- 
holds, 224 


1Stigler, op. cit., p. 12 
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Employment in tourist camps increased at a somewhat faster rate than 
in hotels between 1930 and 1951 which ties in with more general informa- 
tion received from the tourist industry. Employment in tourist camps after 
1951 is not available but for hotels alone the growth of employment be- 
tween 1951 and 1953 appears to have been something in the nature of 9%. 
While it does not seem likely that growth of employment in hotels will con- 
tinue at this rapid rate, it may well indicate an increasing trend and employ- 
ment in hotels and lodging houses, taken together, may well increase at a 
faster rate than 12% per decade. 


The 12% increase per decade, mentioned above, seems rather low when 
the rapid 1951-1953 increase is considered. However, 9% in two years would 
be 45% in a decade and there seems little ground to expect such a rapid in- 
crease. Those engaged in operating lodging houses have now been reduced 
to relatively low figures and further reductions in the future will likely be 
small. Motels have expanded rapidly in the postwar period and tourism has 
already been described as an industry with very great possibilities. 


While it seems apparent that the 12% shown for the past decades is too 
low, the 45% figures is definitely too high and it seems sensible to arrive at 
a compromise between the two. A rate of increase of 25% per decade would 
mean an employment in hotels, motels and lodging houses for 1980 of ap- 
proximately 145,000 and our forecast is based on this. 


As shown by Table 66, capital investment was not very large for any of 
the years shown in this table and in comparison with a total gross domestic 
capital investment for 1954 of $5,507 million the figure was quite unim- 
portant. There are of course several large hotels now under construction 
and more in the planning stage which will boost these figures but, in the 
long run, capital investment in hotels is likely to be relatively small. 


Future Employment in Personal Service 


To summarize, three sections of the personal service category have been 
examined in some detail. Laundries, cleaners and dyers are not expected to 
expand at the 1941-1951 pace while hotels, motels and lodging houses are 
likely to increase at a faster rate than has been the case since 1931. Domes- 
tic servants, including part-time workers, are likely to increase in number, 
although continuing to fall in relative importance. The balance of the per- 
sonal service industries will likely expand moderately as they have done in 
recent decades. 


The final forecast of employment in personal service by 1980 ranges from 
417,000 for the lowest population estimate to 447,000 for the highest esti- 
mate with 432,000 for the middle population estimate, about 4.3% of the 
labour force at that time. 
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Capital Investment 


As shown by Table 66, the bulk of the investment in this section is in- 
cluded under the heading of “other commercial services” which includes 
“estimates for other commercial vehicles not covered, recreation and amuse- 
ment centres other than theatres, professional service and independent res- 
taurants.” 


A guess might be made, perhaps, that the bulk of the expenditure is 
probably for restaurants but this does not give a basis for an intelligent fore- 
cast. The outlook for large expansion of laundries and dry cleaners and 
theatres is not considered to be such as to lead to large capital expenditures, 
while the situation in respect to hotels is somewhat better. 
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GOVERNMENT employment — federal, provincial and municipal — has 
shown a strong upward trend since the beginning of this century as Canada’s 
population has virtually tripled and the country has changed from an essen- 
tially rural economy to one that is increasingly specialized and urban. 


During this period, there have been a number of major influences, apart 
from economic growth, that have contributed to the increase in government 
employment. Of these, the most important were World War I, the Great 
Depression and World War II. It is the aim of this section to trace the 
effects such influences have had on government employment as well as to 
examine the broader movement associated with the growth and development 
of the country. Special emphasis is laid on the last twenty-five years, which 
cover the period for which the most satisfactory figures are available. 


Total Government Employment 


The growth in total government employment since 1921 and the varia- 
tions in employment trends at the different levels of government are apparent 
in Table 68. The figures reveal that the number of federal and provincial 
employees combined has been higher at each census date, with the largest 
increase taking place between 1941 and 1951. This has been reflected in 
a steady rise since 1931 in the proportion of total government employees 
engaged by the two senior branches combined. On the other hand, employ- 
ment by municipal governments has increased much more moderately after 
actually declining in the decade to 1941. At the beginning of this period, 
municipal employment accounted for more than one-third of the total gov- 
ernment service but in 1951 this proportion had dropped to close to one-fifth. 


It should be emphasized that the figures for government employment 
cover only those engaged in services essentially governmental in character. 
Teachers in public schools, numerous categories of social workers and 
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various other groups are thus excluded by definition from this particular 
study. There are in addition other exclusions, notably the active armed 
forces' and employees of crown companies. 


1In the United States and Canada, the active armed forces 
employment for the census years 1920/21-1950/51. 


These forces amounted to: 


have been subtracted from government 


(000’s) 1920/1 1930/1 1940/1 1950/1 
STAR ete Oe Re ol 334 256 458 1,460 
Canada ose et eat ton ns 5) 6 Suis) 71 


Sources: Dominion Bureau of Statistics, Occupation and Industry Trends in Canada, Pub. No. SP-8, 
(Ottawa, 1954) Introduction p. IV. 
D.B.S., Census of Canada, 1921, Vol. 1V, (Ottawa, 1928), Table 2. 
D.B.S., Canada Year Book, 1952, (Ottawa, 1932), pp. 928, 930 and 932. 
Department of Commerce, Statistical Abstract of the United States, 1928, (Washington, 1928), 
Tables 147 and 149. 


Ibid., 1952, Table 243. 


Table 68 
TOTAL GOVERNMENT EMPLOYMENT IN CANADA 
1921 1931 1941 1951 (a) 
Federal government employment.......... 71,214 137,050 
RSTECCNGOUtOtalae eich. eo cee s.c ace Shon gs 51.9 58.8 
(not segregated) 
Provincial government employment........ 23,087 37,078 
PemCenteOmiotaliemes eres teas chet sis dec toe. adie. 16.9 15.9 
Total federal and provincial government 
SLA PlOVIMENE ET Ale a siewses os sete ses 55,923 59,888 94,301 174,128 
EIECEMULO MLO UA er Heat eh nc ats sich to. < oie 4 es ok 2a 5583 68.8 74.7 
Municipal and local government 
NINO VAI CHUN Ia oii Metuisce cis 3 arses ds 33,848 47,96] 41,971 53,347 
HOP CANE CLE Weil) 4S bin BAD oO a ee eee 37,7 44.3 30.6 229 
Other government employment, n.e.s....... — 467 847 5,559(b) 
ReTmCen OM tOLall ae. time ty tae ts ct. a), ice aie he 0.4 0.6 2.4 
Total government employment............ 89,771 108,316 1375009 233,034 
LES? LSE OLE EYES 3 © eo. clcin Wc tes Oa eae 100.0 100.0 100.0 100.0 


(a) Excludes certain classes of maintenance workers who were included in earlier years. 


(b) Includes 4,068 men and 633 women who were reported for Newfoundland and are presumed to 
be U.S. civilian personnel on air force bases. 


Note: Excludes Yukon, Northwest Territories and persons enlisted in the active armed forces; 
Newfoundland is included in 1951. Such services as health, education, etc., which are admin- 
istered by private agencies as well as by public authority are classified elsewhere. Only 
services peculiar to government service are listed under this head. Except where otherwise 
specified, census figures of government employment appearing in subsequent tables are subject 
to these qualifications. 


Sources: Dominion Bureau of Statistics, Census of Canada, 1921, Vol. 1V (Ottawa, 1929), Table 2, p. 34. 
D.B.S., Occupation and Industry Trends in Canada, Pub. No. SP-8 (Ottawa, 1954) Tables 
10 and 11. 


In Tables 69 and 70 the growth in government employment is related to 
the expansion in total population in both Canada and the United States at 
the last eight census dates. At all times, government employment as a propor- 
tion of population has been higher in the U.S. than in Canada and whereas 
the U.S. has seen a steady expansion in this proportion, Canadian experience 
has been less consistent. However, such inconsistencies, which may be due 
to imperfect comparability between the earlier censuses, do not obscure the 
substantial growth in government employment that has taken place in Canada 
since the beginning of the century. 
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A comparison of the two tables would seem to indicate that Canadian 
experience has very roughly paralleled that of the U.S. and that the more 
striking movements in government employment have been in response to 
influences affecting the two nations simultaneously. At the same time, since 
the two countries have experienced different rates of growth, Canada during 
these years has found itself at levels of development previously attained by 
the U.S. In the degree of government employment, however, there does not 
appear to be any consistent time-lag between the United States and Canada. 


The first major increase in Canadian government employment after Con- 
federation occurred between 1901 and 1911. This coincided with a similar 
substantial rise in the United States during the first decade of this century 
following more moderate increases between 1880 and 1900. 


The next 10-year period, covering World War I, probably saw an 
expansion in civilian personnel on the federal government payroll in both 
countries but by 1920-21 the proportion of government employees to popula- 
tion had actually fallen in Canada and risen only slightly in the U.S. from 
the previous census, indicating the temporary nature of the World War I 
expansion in government service. 


The stability of the ratio of public personnel to total population per- 
sisted through to 1931 in Canada but rose again in the next decade which 
spans the depression years. The American trend was different in that gov- 
ernment employment expanded more rapidly than population between 1920 
and 1930 as well as during the depression. 


Finally, the lasting impact on government personnel of World War II 
is apparent in the very large increases in both countries indicated by the 
1950-51 censuses. This stands in sharp contrast to the temporary effects of 
World War I, noticed earlier. 


A study of employment on the basis of decennial figures does, of course, 
ignore intercensal fluctuations. Furthermore, the figures for the census years 
themselves may represent exceptional situations—as was the case in Canada 
in the depression year 1931 and the war year 1941. 


In view of this, it is desirable to make a more detailed study of govern- 
ment employment and it is fortunate that annual figures of Canadian federal 
civil service employment are available since 1925. While they do not corres- 
pond with federal government employment as defined in census tabulations, 
since they exclude certain groups of temporary employees and include some 
employees engaged in services that are not of an exclusively governmental 
character, nevertheless, they do provide a fairly reliable picture of year-to- 
year movements in federal service. 


The Depression 


Table 68 shows that federal and provincial government employment 
rose only moderately between 1921 and 1931 and then jumped 57% in the 
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next decade. However, it is apparent from Table 71 that these combined 
figures obscure a number of important fluctuations in federal government 


employment. 


Table 71 
FEDERAL CIVIL SERVICE EMPLOYMENT 
SELECTED YEARS 1925-1955 

1925s. ey. oe earner 38,946 1940) oe eee eee 66,926 
1927} Seatac ee 39,592 1943 2) ove Serle Se ona 104,055 
1920 nee i poets 42,790 1946. 5.04.8 s.garpee eee 120,557 
UE Raita eters 3; 45,581 19470 oss tee eee 125,330 
1934 Gel. cae ieee 40,469 1949), vast oy Aner 123,924 
1936. ees ccc eee 41,132 1951. 3% ata aeeeee eee 124,580 
1939 ferro ee 46,106 19554) oe eee 138,335 


(a) Figures for 1955 are not completely comparable with the previous years due to some changes 
in the earlier classification, which had tended to overstate federal employment levels, and to other 
statistical improvements. 

Note: Figures are for employment during March of each year. Excluded are workers in government 
enterprises, casual workers, members of the R.C.M.P. and persons on active service in the 
armed forces, 

Sources: Dominion Bureau of Statistics, Federal Civil Service Employment and Payrolls, 1952 (Ottawa, 
1952). 


D.B.S., Federal Government Employment and Payrolls, March, 1955 (Ottawa, 1955). 
D.B.S., Explanatory Memorandum re: Government of Canada — Employment and Payroll 
Statistics, (Ottawa, 1953). 


Table 72 
SELECTED QUARTERLY AVERAGES OF RELIEF RECIPIENTS 
(thousands of persons) 


Other Relief 


Direct Relief Including Public Works Total Relief 
First Third First Third First Third 
Quarter Quarter Quarter Quarter Quarter Quarter 

1932220880455 — 741 — 22 — 763 
93 3ieixe races 1,440 993 70 81 510 1,074 
O34 cence ese 1,333 964 143 105 1,476 1,069 
Ie ese ce or 1,304 1,037 116 61 1,420 1,098 
L936 See eres 1,368 983 78 52, 1,446 1,035 
OS Teper sca cietes 1,198 754 81 42 1,279 796 
TO38t este ve 1,035 716 96 47 iL ila 763 
(RON Geneon 1,008 716 103 74 ll 790 
1940 Rae T47 362 51 45 798 407 
1940 Sn ete 326 — 44 — 370 — 


Source: Department of Labour, The Unemployment and Agricultural Assistance Act, 1940 (Ottawa, 
1941), Appendix D. 


Such employment rose steadily between 1925 and 1931 and then 
dropped sharply in the next three years. Following a low of 40,469 in 1934 
there was a period of consistent but generally slow expansion through to 
March 1939 when the figures exceeded the 1931 level for the first time. 


The inability to separate federal and provincial government employees 
in the years 1921 and 1931 and the lack of annual provincial figures com- 
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parable to those of the federal civil service enables only very general con- 
clusions to be drawn about provincial government employment. 


In the absence of any evidence to the contrary and with the support of 
some general statements from a number of sources, including H. Carl 
Goldenberg’s “Municipal Finance in Canada”,! it appears likely that pro- 
vincial government employment followed broadly the same pattern as federal 
government employment during this period; rising in the decade before the 


depression, dropping during the depression itself and then firming in the 
late 1930's. 


As indicated in Table 68, employment by municipal and local govern- 
ments was relatively stable between 1921 and 1951, rising only 58% com- 
pared to a jump of 211% in combined federal and provincial employment. 
Moreover, the drop in the municipal sector between 1931 and 1941 amount- 
ing to some 6,000 employees stands in sharp contrast to the increase of 
more than 34,000 in the total of federal and provincial employees over the 
same period. H. Carl Goldenberg? notes that reductions were made, not so 
much in the services of general administration and in those of police and 
fire protection, as in such fields as new construction, repairs and mainten- 
ance (notably of roads), which could be curtailed more easily. 


The above comments on reduced employment at all three levels of gov- 
ernment during the years of the depression may seem surprising to those 
who have come to associate with the period of the depression a vast increase 
in the role of government and a concurrent jump in public personnel. The 
explanation to the paradox lies in the exclusive nature of the census figures 
whereby health, welfare, relief and the whole field of social services-areas 
in which government activity increased most noticeably during the depres- 
sion years—are eliminated from this particular study. In Table 72 the number 
of relief recipients between 1932 and 1941 is tabulated, and while those on 
direct relief and some of those receiving “other relief’ could not possibly 
be viewed as government employees (irrespective of the limitations imposed 
by definition in the censuses) the fact that at its peak over one and a half 
million persons were receiving some form of aid indicates the immense role 
played by all levels of government in this field. However, the census figures 
for government employment do not adequately reflect this increase in gov- 
ernment responsibilities partly because these welfare and relief programmes 
were at their peaks between census years. 


The War and Postwar Years 


As indicated in Table 68, the ten years between 1941 and 1951 saw an 
immense increase in public employment, with federal government employ- 


1H. Carl Goldenberg, Municipal Finance in Canada: A Study Prepared for the Royal Commission 
on Dominion-Provincial Relations (Ottawa, 1939). 
2Ibid., pp. 44 and 47. 
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ment nearly doubling. Looking at the war and postwar period in somewhat 
more detail, it appears from Table 71 that the federal civil service (which 
may be considered fairly characteristic of federal government employment as 
measured by the census) rose steadily through to 1947, fluctuated at a high 
level for six years and since then has renewed its upward trend. 


Since April 1952 statistics have been published for other classes of fed- 
eral employees including employees paid at prevailing rates, casuals and 
ships’ crews. In Table 73 the grand total of federal government employment 
is shown for the last three years and the figures reveal a steady rise in the 
number of casuals, compared with fluctuations in prevailing rates and ships’ 
crews. 


Table 73 
FEDERAL GOVERNMENT EMPLOYMENT 

Class of Employees 1953 1954 1955 
Temporary and permanente. ee tse 126,858 132,526 138,335 
Prevailing rates tc cc a cass sts execs te ate errno 22,189 20,414 24,231 
GASUIAIS IAG RG cet ec oeiciscs tre wie ter ereeaeteRne rs romteretrs 10,405 11,077 12,570 
SRIPSHCTEWS? a cetedaereeeciy- ey eet renee 1,665 2,601 1,962 
Motaliemploy Cesie ears sertitore ei seicretltapeate ere 161,117 166,618 177,098 


Note: Figures are for March of each year. Excluded are workers in government enterprises, mem- 
bers of the R.C.M.P. and persons on active service in the armed forces. 


Sources: Dominion Bureau of Statistics, Federal Government Employment and Payrolls, March, 1954 
(Ottawa, 1954), March 1955 (Ottawa, 1955). 


D.B.S., Explanatory Memorandum Re: Government of Canada—Employment and Payroll 
Statistics (Ottawa. 1953). 


D.B.S., Police Statistics, 1953, Table 2, p. 36. 


Table 74 
DISTRIBUTION OF GOVERNMENT EMPLOYEES BY SEX 
Male Female Total Employees 
(per cent) 
Federal and 
provincial governments...... 1931 a” 20.8 59,888 
1941 74.5 Dd)e5 94,301 
1951 TUBy-1 | 26.9 174,128 
Municipal and 
local governments.......... 1931 94.0 6.0 47,961 
1941 91.7 8.3 41,971 
1951 89.5 10.5 53,347 
Allfsoverninentsme rer seisar. cee 1931 Sav) 14.3 108,316 
1941 79.6 20.4 137,119 
1951 77.0 23.0 228,333 


Note: The two groups ‘Federal and provincial governments’ and “Municipal and local govern- 
ments do not add up to the totals given for ‘All governments’? because of the exclusion of 
Other government employment’’, see Table 68. 


Source: Dominion Bureau of Statistics, Occupation and Industry Trends in Canada, Pub. No. SP-8 
(Ottawa, 1954), Tables 10 and 11. 
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Table 75 
NEW CAPITAL INVESTMENT FOR SELECTED YEARS SINCE 1926 


(millions of dollars) 


1926 1931 1936 194] 1946 1951 1954 


Federal government....... 33 60 27, 370 40 231 282 
Provincial government... . 28 68 59 54 101 205 270 
Municipal government... . 25 31 24 24 83 159 213 
All governments.......... 86 159 110 448 224 595 765 
Pemicentiontotallaedac eee: 9.4 18.0 18.6 30.6 12 13.0 13.9 
Total public and 

private investments... . 917 881 590 1,463 1,703 4,577 S007) 
Sources: Nepartment of Trade and Commerce, Private and Public Investment in Canada 1926-195] 


(Ottawa, 1951). 


D.T.C., Private and Public Investment in Canada, Outlook 1953 (Ottawa, 1953) Outlook 1954 
(Ottawa, 1954) 


D.T.C., Private and Public Investment in Canada, Outlook 1955 Mid-Year Review (Ottawa, 
1955). 


At the end of hostilities many of the war-time sections were disbanded, 
but others were continued on a permanent basis. 


It is striking that in the postwar period the major expansionary influence 
has been civilian employment in the Department of National Defence. From 
a low of 13,808 permanent and temporary employees in 1948 the depart- 
ment expanded to 32,688 in 1955. If employees termed as casual or prevail- 
ing rates are also included the 1955 figures are further swelled to 53,909 
or 30% of total federal civil service employment in that year. The other 
department that has experienced fairly steady postwar expansion has been 
the Post Office. 


Provincial government employment, as indicated in the censuses, rose 
over 60% in the period between 1941 and 1951. Mr. Taylor Cole’ points 
out that whereas the federal services received most of the impetus of wartime 
expansion, provincial government employment experienced its most rapid 
increase in the immediate postwar years. 


Provincial figures are even less reliable than those for other levels of 
government. Mr. Cole examines the two census totals that are available for 
1941 and 1951 and, finding the coverage inadequate, makes his own estimate 
of provincial government employment. The year he has selected is 1946 and 
his estimates exclude employees of all provincial commercial enterprises, 
public school teachers, provincial university staff and casual employees. The 
total figure he arrives at is 40,981 full-time provincial government employees. 
He also calculates that the number of casual employees was between 8,000 
and 12,000. 


1Taylor Cole,The Canadian Bureaucracy—A Study of Canadian Civil Servants and Other Public 
Employees, 1939-1947. (Durham, N.C., 1949), pp. 177 and 178. 
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If Mr. Cole’s figures are accurate they show how the census figures 
understate provincial government employment and they point up the dangers 
of making generalizations on the basis of such statistics. 


Municipal and local government employment, which had fallen between 
the 1931 and 1941 census years, rose again over the next decade but at a 
more modest rate than employment in either the federal or the provincial 
fields. Contributing to this rise was a jump in urban population of more than 
25% compared with an increase of under 11% in rural population in the same 
period. 


The importance of part-time employment in the municipal sector is 
stressed by K. Grant Crawford! who writes that “in total number, consider- 
ing all the smaller and rural municipalities, the part-time officials probably 
exceed those on a full-time basis”. In so far as employment by the munici- 
palities is not the major activity of such persons (who are included elsewhere 
in the industrial classification), census figures of municipal employment are 
to this extent low. It is impossible to discover how far this holds, but on the 
basis of past experience, as the country develops and the municipal functions 
become more complex, so local governments feel the need for more full-time 
and fewer part-time employees. Thus, the trend is probably towards an in- 
creasing proportion of full-time municipal officials. 


Distribution of Government Employees by Sex 


From Table 74 it is evident that the proportion of women in government 
service has risen at each census date from a little over 14% in 1931 to 23% 
twenty years later. (It will be noted that these percentages differ from those 
shown in Table 8 because of the exclusion in Table 74 of the active armed 
forces in all three census years). 


It is striking how employment of females in the federal and provincial 
sectors has been relatively much greater than in municipal and local govern- 
ments. The larger requirements for clerical duties of the senior governments 
may account for much of the difference. Another factor is that the smaller 
offices at the local levels do not permit of the same degree of specialization 
as occurs at other government levels; the clerk-treasurer and the assessor, 
for instance, are frequently called upon to perform their own clerical work 
as well as their regular administrative duties. 


While there is no breakdown available between federal and provincial 
figures for 1931, the proportions of male and female employees in these two 
sectors were approximately the same in 1941 and 1951. 


Public Capital Investment 


The size of public capital investment in durable physical assets provides 
another measure of the role of government activity in the economy, and 


K. Grant Crawford, Canadian Municipal Government (Toronto, 1954), p. 163. 


ee 
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while it may have only a slight influence on the extent of employment in 
the government sector itself (since most government projects are under con- 


tract to private companies) it can play a major part in determining the levels 
of employment in the country as a whole. 


In Table 5 new capital expenditures by governments are related to those 
of the various other components of the service group and of the other indus- 
trial sectors that account for gross domestic capital investment. The im- 
portance of government investment is borne out by the fact that during this 
period it has been larger than any single item in the service group and that 
it amounted to the considerable sum of $765 million in 1954, or nearly 
14% of gross domestic capital investment. 


In Table 75 the changes that have taken place since 1926 in capital 
expenditures at the three governmental levels are shown. The selection of 
census and intercensus years obscures, however, some of the wider fluctua- 
tions. Thus new capital investment by government rose substantially after 
1926 to a high of $193 million in 1930, at which time it accounted for 15% 
of combined public and private investment. 


The early years of the depression saw a drop to levels below those in 
1926 but the proportion of public investment to total investment (public and 
private) rose to a high of 24.2% in 1933, indicating an even sharper decline 
in investment in the private sector. Excluding the war years 1939-45, the 
1930 levels were not reached again until 1946, and while capital expendi- 
tures have risen immensely since that date the share of total investment by 
government has not risen significantly and is still below that of 1930. 


Within the public sector, investment by municipal governments remained 
generally stable through to the beginning of the war. By contrast, the capital 
expenditures of federal and provincial governments fell sharply in the early 
years of the depression, with investment in the provincial sector eventually 
recovering the more rapidly. In the postwar period, investment by the federal 
government has shown the greatest increase. However, one of the most 
striking changes is the new and important role played by investment in the 
municipal field, 


The whole field of capital investment is examined more carefully in other 
studies being prepared by the Royal Commission on Canada’s Economic 
Prospects, so it may suffice here to say that predictions of future levels are 
particularly hard to make since capital expenditures by government are with- 
in certain limits controllable. Since the 1930’s, public capital expenditures 
have been regarded in part as an anti-recession measure; although it is true 
that they have reached their peak in the boom years of the postwar period, 
this approach is still alive in government circles as indicated in Mr. Harris’ 
April 1955 budget speech wherein he stated “in order to help maintain em- 
ployment, there has been no curtailment in the planned programme of use- 


135 


136 


ROYAL COMMISSION ON CANADA’S ECONOMIC PROSPECTS 


ful and necessary public works.”! Thus, should the economy suffer from a 
severe recession at any future date, government capital investment might 
well rise far above the levels that would be predicted on the basis of an 
assumed steady rate of expansion in the economy. 


Government Share of National Income 


Income originating from the government sector (including military pay) 
expressed as a proportion of national income, offers yet another yardstick 
of changes in the role of government in the nation’s economy. (Table 76). 
During the depression years, income from government fell, but not as rapid- 
ly as that from other sectors, so that its contribution to national income, 
which in 1926 was 7.6%, rose to 12.5% in 1931, as shown in Table 2. After 
dipping slightly during the later 1930’s, the proportion rose to a war-time 
high of 18%, but by 1948 it had dropped back to 1926 levels. Since then, 
income from government has steadily risen and has expanded its share of 
national income to close to 11% in 1954. 


Predictions of Government Employment in 1980 


An extension of the trend of government employment figures between 1911 
and 1951 by the method of least squares sets public employment in 1980 at 
the low figure of 304,000; this would indicate a sharp drop in the proportion 
of the population employed by government from 1.63% in 1951 to 1.14% 
assuming an annual population increase from net immigration of 75,000. 


Alternatively, it is possible to obtain a trend of the percentage of the 
population employed by government from the census years 1911-51 and 
then to apply the percentage obtained for 1980 (1.83%) to the population 
forecast mentioned above. In this case government employment in 1980 
would be 488,000, 


In the first of these two sets of estimates, government employment as a 
percentage of population actually falls by 1980 and in the second it rises 
only moderately. As a further basis of comparison the assumption may be 
made that government employment as a percentage of population will in- 
crease between 1951 and 1980 at the same rate as between 1931 and 1951, 
these being the years for which the available figures are most reliable. This 
would result in an increase in the proportion from 1.63% in 1951 to 2.49% 
in 1980, which, though large, would still leave the Canadian ratio below the 
percentage that actually prevailed in the United States in 1950 (See Table 
70). Again, using the population estimate based on net immigration of 75,000, 
government employment would rise to 665,000 in 1980. Based on other 


population estimates shown, employment would range from a low of 642,000 
to a high of 685,000. 


Weie@aneda: House of Commons Debates, Official Report, Tuesday, April 5, 1955 (Ottawa, 1955), Hon. 
W.. E,; Harris, Minister of Finance and Receiver General, p. 2734 ve a ‘ i 
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Table 76 
SHARE OF NATIONAL INCOME ORIGINATING 
FROM GOVERNMENT 
(millions of dollars) 
National Government(a) Per cent of 
Income Sector National Income 
‘NSA lank Ch a a aa 4,185 320 ae 
O27) eee attend ANA ly oe: 4,417 340 Teg 
NOD Speer Greet Raps ae pee 28 4,823 358 7.4 
LUGAR Es ke aessenst 88 UES SSE 4,789 384 8.0 
MO SOAR rae kd 4,283 412 9.6 
BW Ay aaa tee ae Bi5a5 417 1225 
IWRBZS Sain bingo so eee 2,630 400 Ene 
MOB Sherteevera th ibsii ests 2,452 370 15%] 
NS SAE Red NMI as oye ot Is bi ches hh 2,897 387 13.4 
OS'S Se recente S pesis Ea 3,188 388 12 
DES Se ae See he ae 3,487 392 ith) 
1 ec VA ee at eee a 4,062 409 10.1 
MOS 8 ae eee ed cs lo cesses: is 4,018 433 10.8 
ROE 21 ae Aone 4 Bee me 4,373 460 10.5 
OAD. aks SORE DO BAD Rgee ae 5,263 641 oe a 
LESAN IAS ae eee, Se a 6,563 860 Boe 
iM Dates 95 oh seid ee 8,337 Pg 14.1 
ROAR FAA. Feasts 5 OF teed 9,043 1,50] 16.6 
NAA: Sexe ee on Pines ih ded 9,826 1,681 17.1 
OG Serre ee WAL it 9,840 1,776 18.0 
NSA Goren tities eee ne aN 9,821 1,057 10.8 
POAT Ee a aot At lees 10,985 853 eas 
DSRS. San een eens are 12,560 953 7.6 
OAD eT en Atea de 13,194 1,088 8.2 
HOSO epee yet: Aki 14,550 1,176 8.1 
[OST I sain Ocean aa atin ieee elem 17,138 1,397 8.2 
OS Derren sec eere ele ahs 18,326 1,644 9.0 
MOSS aes ee eee ea) 19,156 1,821 9.5 
SS Aenea eee eee Con a Rb 18,774 2,041 10.9 


(a) Consists principally of wages, salaries and supplementary labour income (including military 
pay). Also includes investment income (rent, net interest payments, etc.) which have been remarkably 
stable during this period rising slowly from $78 million in 1926 to $126 million in 1954. 


Source: Dominion Bureau of Statistics, National Accounts Income and Expenditure—1926-1950, 1949- 
1952, 1951-1954, (Ottawa), Table 20. 


Table 77 


PERSONS IN THE ACTIVE ARMED FORCES FOR SELECTED 
YEARS, CANADA 


Pee ee ere... 4,210 AGA Uh LP Lc. 35,366 
OEE Oe ree 5,137 EL Ge a ea 34,759 
CO ae 7,945 TVG Seen SE ES ee ote 41,676 
EN Ey ea 88,725 OSU ee tw. 47,185 
“ET Sal: ae ein 246,572 PST Roose css Ge 68,427 
ae Pd... 426,105 ee ee A Si ae RoE 95,394 
Re oe ere, 640,592 (CEN. 5 Sie UR nee 104,237 
(OLS. renee teas eg a me 709,666 Oe ee ee oes 112,529 
BO AS ee tues. 672,632 

(eR ne oe ee 197,511 


Sources: Department of National Defence, Report for the Fiscal Year Ending March 31, 1949 
(Ottawa, 1949) Table 3. : 
D.N.D., Report for the Fiscal Year, 1953-1954 (Ottawa, 1955), Appendix 6, p. nos 
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Armed Forces 


As a qualification to this study, it must be remembered that the armed 
forces have been excluded wherever possible from federal government em- 
ployment figures. They deserve, however, some separate comment and in 
Table 77 their size is shown for selected years since 1925. It is particularly 
noticeable that since the war, following a low of under 35,000 in 1948, the 
active armed forces have steadily increased. While the Korean emergency 
certainly contributed to this rise as laté as 1952, the continued expansion in 
subsequent years indicates that, provided the present form of peace persists, 
world conditions will call for a continued high level of enrolment in the 
active armed forces. 


Consequently, in the predictions of federal government employment 
through to 1980, although the armed forces have been excluded, it is well 
to remember that their exclusion is based on definitional grounds and not 
because of the insignificance of the number involved; the armed forces are 
likely to remain numerically important for many years to come and they 
therefore constitute a sizeable area of government activity. As for predicting 
their actual number in 1980, the most one can say is that they will probably 
not fall below present levels and that they may very well rise much higher. 
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The Place of Service Industries in Economic Thought 


Economic thought regarding the service industries has changed materi- 
ally over the years and is still evolving. The Physiocrats believed that only 
agriculture yielded a “net product’; all other parts of the economy were 
considered “sterile” and were unproductive in the sense that they added no 
extra wealth. 


Adam Smith considered manufacturing as productive in addition to agri- 
culture but did not go beyond this point and considered anyone whose “ser- 
vices generally perish in the very instant of their performance” as unproduc- 
tive and specifically listed churchmen, lawyers, physicians, menial servants 
and musicians among those whose labour was in this class.* 


Service industries are now generally regarded as productive in every 
sense of the word but there is still considerable discussion regarding their 
place in our modern economy. According to Colin Clark, who in turn quotes 
the 17th century writer Sir William Petty, economic progress is marked 
by movement of labour force from agriculture to manufacturing and from 
manufacturing to commerce. 

Woytinsky and Woytinsky have made an examination of labour force 
statistics in many countries leading to the conclusion that labour force em- 
ployed by service industries is “necessarily low in primarily agricultural 
areas and increases as one moves to urbanized and industrialized nations and 
regions.”? But Clark’s theory that there is a general pattern of labour move- 
ment from agriculture to manufacturing and from manufacturing to the ser- 
vice industries is not confirmed by the international and interregional com- 
parisons made by Woytinsky and Woytinsky. 

Labour may very well move from agriculture into either manufacturing 
or the service industries, depending on the basic structure of the economy 
and on the relative opportunities available. 


1Adam Smith, The Wealth of Nations, Vol. 1 (London, 1904), p. 314. 
2Woytinsky, op. cit., p. 426. 
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Comparative Canadian and U.S. Development 


In the introduction the development of the service industries was sketched 
over a long period of time and the increasing percentage of persons finding 
occupations within the service industries was clearly shown. It was also 
shown that a similar expansion has taken place in the U.S.A. and that the 
swing to the service industries there has made them even more important 
than in Canada. But the United States has in many ways an essentially 
different economic structure than Canada and it is not to be taken for 
granted that Canadian developments will continue to follow those in the 
U.S.A. While some of the percentage relationships indicate that the Can- 
adian economy may be 20 years behind the U.S.A. (i.e. service industries 
encompassed by this study accounted for 35.4% of the labour force in the 
U.S.A. in 1930 compared with 36.6% in Canada in 1951) it does not neces- 
sarily follow that this relationship will hold for the future. 


Why Does Labour Move into the Service Industries? 


If it could be shown that the increasing proportion of labour finding 
occupation in the service industries was accompanied by higher than average 
wages in the service industries there would be an inclination to look no 
further for an answer to the question posed above. In fact, however, quite 
the opposite is true as shown by average weekly wages and salaries in 1954 
listed below: 


Forestry... ce eis er $59.85 ‘Public wtil@esie yee $67.76 
Mining ite see ene 70.48 Trade (ee eee 50.60 
Manufacturing .............. 60.94 Finance, insurance 

CONStTICHON. a2... 5 ae 61.04 and realestate. 53.78 
ifansportation 7.5... 62.62°>  Service@) eee 38.17 


(a) Mainly hotels, restaurants, laundries, dry cleaning plants and business and recreational service. 
Source: Dominion Bureau of Statistics, Annual Review of Employment and Payrolls, 1954 (Ottawa, 


5S). 


One reason average weekly income may be lower in service industries is 
the fact that women comprise a large percentage of all employees in the ser- 
vice industries. It is true, of course, that some occupations in manufacturing 
industries pay lower wages than some service industry occupations, and it 
would be quite possible for an individual to move from one to the other for 
no other reasons than to achieve a higher income. On the whole, however, 
in view of the low average wages in service industries we must look else- 
where for reasons to explain the movement of individuals into the service 
industries. 


Among the reasons that attract people into the service industries the 
desire to have independent business probably ranks high. There were over 
150,000 working proprietors in the retail trades in 1951, 12,000 in whole- 


CONCLUSIONS 


saling and nearly 60,000 in the miscellaneous service industries. There are 
many successful owner-operated businesses from which entrepreneurs re- 
ceive a very good return. The service sector also includes industries with 
very high rates of failure and turnover and a large number of marginal con- 
cerns. But it is the chance of making a satisfactory and successful living “on 
their own” that continues to attract many newcomers to the field. 


For another very large group job security and pension benefits may be 
a prime attraction. This applies especially to government service, banking 
institutions and the insurance companies. The desire for prestige may in- 
fluence some to enter the professions and other groups; but on the other 
hand it is probably an important factor in influencing domestic servants to 
switch to other occupations. 


Still another factor is the relatively low level of skill, dexterity and ex- 
perience required to become, say, a retail store employee. This factor is no 
doubt one reason for the relatively large percentage of women in the ser- 
vice industries (40% in comparison with 11% for all other industries com- 
bined). Included in the women employees are many new entrants to the 
labour force who plan initially to stay in the labour force a relatively short 
time and who do not attempt to acquire the education and skill for more 
remunerative jobs. After marriage many of these continue to work on a 
part-time or a full-time basis, but they are more concerned with short hours 
of employment and with congenial employment than in seeking out higher 
paid postions. It should be noted that while the labour force as a whole 
was 38% of the population in both 1931 and 1951 a larger percentage of 
women are now entering the labour force than formerly and this tendency 
has offset such influences as later school leaving and earlier retirement. 


In summary, while it is probable that there is a high rate of turnover 
in many groups of employees within the service industries, in the main it 
seems possible to obtain the necessary employees, even with relatively low 
average wages. 


The Influence of Increasing Productivity 


Few would deny that in recent decades there has been a revolution in 
productive techniques, especially in agriculture and in some branches of 
manufacturing. The service industries have participated in this revolution 
but to a far lesser extent than other sectors of the economy. 


A recent U.S. study of distribution arrived at the conclusion that “despite 
uncertainties in measuring output in trade, we may say that output per man- 
hour rose by almost one-fifth between 1929 and 1949; in agriculture, mining, 
and manufacturing combined, it rose by two-thirds.”* 


; 1Harold Barger, op. cit., p. IX 
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While it has been necessary in this study to separate the various sectors 
of the service industries from manufacturing and transportation, they are 
all really closely connected and the division between production and dis- 
tribution is becoming less marked. The enormous strides made by manu- 
facturers in processing foods is perhaps the most obvious example of this. 
Not so many years ago a host of processes, now completed by the manu- 
facturer, were done in the home. In addition the packaging of food by the 
manufacturer has reduced the work of the retailer and also of the whole- 
saler. It has been one factor in enabling the housewife to get along without 
domestic servants. 


In the coming years manufacturers are likely to intrude still further into 
the service industries field, both to absorb some of the actual functions of 
the wholesalers, and perhaps retailers too, and also to continue the process 
of placing things in the consumer’s hands in the most convenient form 
possible. 


The most potent influence likely to affect the next 25 years is the in- 
creasing introduction of automation into manufacturing and to a lesser extent 
into service industries. One of the factors responsible for the steadily in- 
creasing general rate of productivity in recent years has been the enormous 
increase in research expenditures both by industry and by government. Partly 
as a result of the work of large research organizations the process of inven- 
tion and innovation continues year by year, but the addition of what is called 
automation may accelerate this influence. 


In the service industries, automation will likely have its strongest effects 
in the area of finance, insurance and real estate and partly for this reason 
a relatively small increase in employment is predicted for this area of the 
economy. There will be an increased volume of goods to be moved by whole- 
sale and retail trade as the standard of living continues to rise in Canada. 
Automation will be an important factor in this rise, but automation is diffi- 
cult to apply to personal service industries, such as many of those in this 
category, and we therefore do not expect a significant increase in produc- 
tivity. The fact that productivity gains in these industries will be less than 
in the other sections of the economy means in effect that they will provide 
a livelihood for a larger percentage of labour force. 


It should be noted that the advances in productivity by other sectors of 
the economy have been accompanied by relatively large expenditures for 
research and development. Many sections of the service industries are frag- 
mented and there is no one concern that could logically be expected to carry 
out expensive research into new methods. 


While there is no intention of recommending any specific line of action 
to improve conditions in the service industries in this study, consideration 
might well be given to some or all of the following lines of approach: — 


CONCLUSIONS 


Concerted efforts should continue to be made to obtain more adequate 
economic information about the service industries on an annual basis. 


A research and development centre might well be set up either in every 
province or in every region or in connection with trade associations or uni- 
versities to provide additional assistance to those entering the field as inde- 
pendent proprietors or to give expert assistance to those in the field. Such 
a centre would have available various aids to small business people not only 
in matters of merchandising but in accounting, advertising, taxation and 
other factors of interest to management. 


This centre or centres once set up would, if adequately financed, be able 
to conduct research on behalf of different sections of the service industries 
to assist them in increasing productivity and to improve methods of opera- 
tion generally. 


Forecast of Future Labour Force in the Service Industries 


In previous chapters various forecasts have been made on the basis of 
the past history and structure of individual service industries, and on the 
basis of general forecasts of population and G.N.P. In the light of the 
changes which have taken place, especially in the postwar period, not only 
in the structure of our economy but in public taste, it is extremely difficult 
to decide on a valid past period on which to base predictions. 


Furthermore, while we have taken 1980 as the target year it should be 
made clear that our forecasts really apply to a typical year in the neighour- 
hood of 1980. 


The conclusions arrived at chapter by chapter are summarized in Table 
78 and indicate that about 47% of the population will be engaged in the 
service industries in 1980 compared with 36.5% in 1951. According to the 
individual tabulations the highest rates of increase should take place in retail 
trade and in government service. 


To tie in this forecast with past changes as shown in Table 1 and Chart 
1 a forecast of labour force in transportation and public utilities must be 
added to the service industries outlined in this study. An estimate of 8% of 
future labour force for these would bring employment in the whole tertiary 
sector to about 55% of the total labour force. Agricultural industries, in- 
cluding forestry and fishing, are expected to account for only about 10% 
of total labour force in 1980, leaving 35% for productive industries. The 
resulting division between the three major sectors is set out in Chart 5, and 
the accompanying table, together with similar data back to 1881. 
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LABOUR FORCE IN CANADA Table 78 
(thousands of persons) 

1980 
Median 
1931 1941 1951 Forecast 
Wholesales... 5. Settee ee oe este ttenaoieres ores 61 100 195 435 
Per cent-of labour forces = 1) rere ein 1.6 22D Sed 4.4 
Retail cs scs-c-5 one coe easel os one IN eer etter 376 420 595 1,610 
Per cent oflabourtorce sms. oe eerie 9.6 9.3 aes 16.1 
Total trade...o.o 5 ee ees eo eo eee ocers 437 520 790 2,045 
Per cent oflabourtorcesciyentsaeernaeiers eit 22 Lia 15.0 20.5 
Finance, insurance and real estate.......... O2 90 143 350 
Percent: of labourmforcesee oe e eeeeeeae Dt 2.0 Si 3.5 
Community and DUsinesssa... .0etrateeeerer te 248 276 431 1,000 
Per cent of labour 1oncere nee enor 6.3 6.1 Sa 10.0 
RieCreatiOnns ces csc acho the suas saree ahetetene tate 18 18 29 50 
Rericent-of labourilorcer see ee ite 0.5 0.4 0.5 0.5 
Personal (ex. restaurants) )seenccecre ete ceenetnecr ke Pyley 31] MENS) 430 
Percent of labouriforces as-is 7.0 feG 4.4 4.3 
Government (ex. armed forces)............. 108 137 235 665 
Percent ofslabouwr torcererese er ce eet cer 258 3.0 4.4 6.6 
Armed fOrGeS: tiv. c ores oereee te sete iate stetena et ctor 6 315 71 IBD: 
Percentiolulabouritorcen sates ereeae secure 0.1 720 123 14 
Totalssenvicel set ar eee eietoe aS eehe a hee 1182 1,667 1,931 4,675 
Percent-otlabounlorces seer cre eer B0R2 S70 36.5 46.8 
Other INGUStries he Saree wcsersre ee eee here 2,739 2,844 3,355 5) 
Pemcent omlabourtorcen a seer eee ee 69.8 63.0 63.5 SB 
Totalilabour forcesa eee hace eee eee 3,922 4,511 5,286 10,000 
Percent of labourslorces. see eerie ei 100.0 100.0 100.0 100.0 
Population notintabour forcemane ae eae 6,440 6,979 8,698 16,700 
Motalipopulation. y tei. cose eee eerie oer 10,363 11,490 13,984 26,700 


Note: Not including Yukon and Northwest Territories. Newfoundland has been included and this 
accounts for totals for 1951 differing from Table 1. 
In comparing this table with Tables 8 and 9, it should be noted that the armed forces have not 
been included in the latter tables for 1941. Furthermore, labour force in restaurants has been 
removed from personal services and added to retail trade in the above, while armed forces 
have been shown separately 


Future Capital Investment 


Capital investment initiated by the service industries including the gov- 
ernment sector is an important percentage of total gross domestic capital 
investment. The largest single factor is the government, with institutional 
services and retail trade next in order of importance. 


Government capital investment is influenced by somewhat different con- 
siderations from the rest of the service industries and its future size is very 
difficult to predict. It may well be expected that government expenditures 
will be used unhesitatingly to stimulate the economy in time of recession, 
and perhaps to some extent be held down in years of peak activity. 


CONCLUSIONS 


CHART 5 


CANADA — PERCENTAGE DISTRIBUTION OF LABOUR FORCE 
1881 — 1980 


100% 


AGRICULTURE 


50% 


PRODUCTION 


SERVICES 


Tan [iso [ist [ist [io [9a] st] | [1980] 
[—acricurture | st] «3 | 


| 
37 


NOTE: Data for 188] —195] based on Table 1. It has been assumed that the ‘‘not specified” 
in that table has the same industrial composition as the identified portion of the 
labour force. 


145 


ROYAL COMMISSION ON CANADA’S ECONOMIC PROSPECTS 


E4 


OLF 


0z 


oe 


Ov 


0s 


09 


o0rz 


00zz ~ 0002 


VLIdVD Yd $ ! LONGOYd IVNOILVN $$Ou9 


0027 000z 00st o09l 


GASV@ SI LUVHD SIHL HOIHA NO 
SIVLAd YOd G XIGN3ddY¥ 335 


X SLE8TL*+1S°BZ=A 


008L 0091 “OOF L 00zt 0001 


ALNdLNO VLIdVD Yad ANY SAIYLSNGNI JDIANAS AO 3ZIS JO NOILV14UAOD 
9 LUYVHD 


oorl oozL 000L 


008 


008 


009 


ol 


0z 


0€ 


4 


09 


009 


3DYOs YNOBV 1 AO % SAINLSNANI JDIAYIS 


146 


CONCLUSIONS 


The requirements of institutional services are the subject of separate 
inquiry in another study and comment is omitted from this summary. 


Finally, it has been noted that capital investment by retail trade has 
been particularly high in postwar years partly because of the construction 
of supermarkets and shopping centres. Expansion on the scale indicated by 
the forecast of the labour force in retail trade will likely involve continued 
large capital expenditure in most years. 


Influence of Rising per Capita Income 


It was indicated in Chapter III that one of the reasons for the increase 
in relative size of the service industries was the increasing average income of 
Canadians. As a further check on the assumptions made and conclusions 
arrived at in this study, the relation between gross national product per 
capita and the percentage of the labour force in the service industries has 
been plotted on Chart 6 for the last four census years. A line of trend has 
been calculated on the basis of these four points and has been projected on 
the chart. This line passes somewhat above the projected percentage for 1980 
(55) with the actual calculation being 58.20. (See Appendix D for technical 
data on which this chart is based.) 


The difference of 3% indicated for 1980 compares with a difference of 
one-half of 1% between the line of trend and the actual percentage in 1951. 
While 3% is a relatively large percentage to differ and may indicate either 
that the formula is invalid or that the projections of G.N.P. and percentage 
of population in the service industries are at variance with each other, the 
relationship is included here as a matter of interest. It is felt that the line of 
trend and the projected percentage in 1980 are close enough to confirm the 
idea that if Canada continues to develop along the line of past patterns, as 
the country grows wealthier on a per capita basis the proportion of the 
labour force finding employment in the service industries will increase and 
the approximate rate of increase can be calculated from the slope of the line 
on Chart 6. 


Summary 


In the introductory chapters, the steady increase in the size of the service 
industries over a long period of time was shown. It is predicted that this 
increase will continue, based on many factors, not the least important of 
which is the increasing prosperity of the average Canadian in future years. 


But the increase will be spread unevenly over different sections of the 
service industries, with some industries gaining in relative importance and 
others falling back. The increases in productivity which have played so 
dramatic a part in the progress of manufacturing have been and are likely 
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to be much less important in service industries generally, although past im- 
provements have been noted and further increases predicted for some sectors. 


In 1881 about 20 in every 100 persons in the labour force found em- 
ployment in service industries, including transportation and public utilities. 
By 1980 it is predicted that 55 persons in every 100 will be occupied in the 
service industries, assuming a continued increase in the real income of Cana- 
dians. 


Appendix A 


LIST OF SERVICE INDUSTRIES‘ 


701 
703 
705 
706 


710 
ei2 
713 
714 
GAS 
716 
GAT 
718 
720 
(PAL 
I22 
23 
724 
res) 
726 
Tat 
F29 


eM 
WZ 
Goo 
TS) 
7aG 
ew 
738 
739 


1D.B.S. Standard Industrial Classification Manual! (Ottawa, 1948), pp. 13 and 14. 


TRADE 


Wholesale Trade 
Food 


Dairy and poultry products 
Fresh fruits and vegetables 
Groceries 

Meat and fish 


Other Merchandise 


Apparel and dry goods 

Drugs and toilet preparations 

Electrical machinery, equipment and supplies 
Farm machinery and equipment 

Farm products, n.e.c. 

Fuel 

Furniture and housefurnishings 

Gasoline, lubricating oils and greases 
Hardware, plumbing and heating equipment 
Lumber and building materials 

Machinery, equipment and supplies, n.e.c. 
Motor vehicles and accessories 

Optical and ophthalmic goods 

Paper products and office supplies 

Scrap, junk and waste 

Tobacco and confectionery 

Wholesale trade, n.e.c. 


Retail Trade 


Food 
Bread and pastry 
Candy and confectionery 
Dairy products 
Fresh fruits and vegetables 
Groceries 
Groceries and meats 
Meats 
Other foods 
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General Merchandise 


742 Department stores 
747 Variety stores 
749 Other general merchandise stores 


Automotive Products 


754 Automobile accessories, tires and batteries 
758 Gasoline, lubricating oils and greases 
759 Motor vehicles 


Apparel and Footwear 
763 Footwear 
765 Men’s clothing 
767 Women’s and children’s clothing 
769 Clothing and dry goods, n.e.c. 


Hardware and Building Material 


773 Hardware 
775 Lumber, building materials and supplies 


Furniture, Housefurnishings and Radios 


778 Furniture and housefurnishings 


Other Merchandise 


781 Books, news and stationery 

784 Drugs and drug sundries 

786 Farm feeds, seeds and fertilizers 
787 Farm implements and equipment 
789 Flowers 

792 Fuel and ice 

793 Jewellery 

795 Liquor, wine and beer 

796 Optical goods 

797 Tobacco, cigars and cigarettes 
799 Miscellaneous retail trade 


FINANCE, INSURANCE AND REAL ESTATE 


802 Banking 

804 Investment and loan 
806 Life insurance 

808 Non-life insurance 
809 _ Real estate 


901 
903 
904 
906 
909 


91T 
914 
916 


917 
918 
mo 


Oo O 
Ww WN 
PY 


aoe 
934 
936 
037 
955 
939 


941 
942 
943 
944 
945 
946 
947 
948 
949 
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SERVICE 
Community or Public Service 
Education ‘ 
Health 
Religion 


Welfare institutions 
Community or public service, n.e.c. 


Government Service 


Dominion Government 
Defence services 
Dominion post office 
Other Dominion Government 


Other Government 


Municipal and other local government 
Provincial government 
Other government service, n.e.c. 


Recreation Service 


Theatres and theatrical services 
Other recreation service 


Business Service 
Accountancy 
Advertising 
Engineering and scientific services 
Labour organizations and trade associations 
Law 
Other business service 


Personal Service 


Barbering and hairdressing 
Domestic service 

Dyeing, cleaning and pressing 
Photography 

Hotels and lodging houses 
Laundries 

Restaurants, cafes and taverns 
Undertaking 

Other personal service 
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Appendix B 


THE LABOUR FORCE CONCEPT VERSUS THE 
GAINFULLY EMPLOYED CONCEPT 


LABOUR FORCE. (1951) The labour force, as defined in the 1951 Census, 
includes all persons 14 years of age and over, who, during the week ending 
JUNC. 201951 


(a) Worked for pay or profit or did unpaid work that contributed to the 
running of a farm or business operated by a member of the household. This 
includes persons who did some work for pay or profit, even though their 
principal activity was keeping house, student, etc. 


(b) Had jobs but did not work because of illness, bad weather, vacation, 
industrial dispute, or temporary layoff with definite instructions to return 
to work within 30 days of the time of being laid off. 


(c) Were without jobs and were seeking work during the week. This 
category includes those who would have looked for work except that they 
were temporarily ill, were on indefinite or prolonged layoff, or believed that 
no suitable work was avaiiable in their community, as well as persons seek- 
ing their first job. 


GAINFULLY OCCUPIED. (1901-41) Prior to the 1951 Census, persons 
14 years of age and over, regularly engaged in a gainful occupation, were 
classified as gainfully occupied whether or not they were working or seeking 
work cn the census date. A gainful occupation was defined as one by which 
“the person who pursues it earns money or in which he assists in the pro- 
duction of marketable goods”. Persons in this category were simply asked 
to report their occupation and industry. Thus, those who were uriemployed 
at the census date reported the occupation in which they were last employed, 
while persons customarily following more than one occupation reported the 
occupation at which they were employed most of the time during the census 
year or from which they received the greater part of their earnings. 


On the other hand, women doing housework in their own homes without 
payment, were not classified as gainfully occupied. However, if usually em- 
ployed in some remunerative job, they were classified as gainfully occupied. 
Students working part-time as newsboys, messengers, etc. were enumerated 
as “students”, and excluded from the gainfully occupied. 


All other persons, 14 years of age and over, not reporting a gainful 
occupation or enumerated as homemaker, student, or retired were reported 
as “None”. Persons, 14 to 24 years of age, seeking their first job, were re- 
ported as “None (yes)”. 


APPENDIX B 


Differences Resulting from the Change of Concept 


The chief difference between the two concepts is that the labour force 
approach measures employment characteristics at a particular brief period of 
time, whereas the gainfully occupied definition is more concerned with a 
person’s usual activity. 


The differences resulting from this change of concept affect the classifica- 
tion of persons in the following categories: 


(a) Persons whose principal activity was keeping house, going to school, 
retired or “none” (no occupation) during the census week and who, in addi- 
tion, did some work for pay or profit during that week, were included in 
the labour force in 1951 but excluded from the gainfully occupied in earlier 
censuses. 


(b) Persons voluntarily idle during the week ending June 2, 1951 were 
not included in the labour force in 1951 but were included in the gainfully 
occupied in past censuses if usually engaged in a gainful occupation, even 
if not working or looking for work during the census week. 


(c) Persons seeking their first job, were included in the labour force in 
the 1951 Census but not in the gainfully occupied in past censuses. There- 
fore, for closer comparison with previous censuses, persons seeking their 
first job have been excluded from the 1951 labour force figures in this re- 
port. They are shown by age for Canada and the provinces in Table 3, Vol- 
ume IV, 1951 Census. 


It is difficult to measure the effects of this change of concept on all the 
occupation and industry classes, although for those included in this report 
the gainfully occupied population is reasonably comparable to the exper- 
ienced labour force. The difference in concept chiefly affects the compara- 
bility of the economically active female population, since in 1951, a 
considerable number of women, principally engaged in keeping house, were 
also employed for pay on a part-time basis. For some occupation and indus- 
try classes, however, mainly those including a relatively large number of 
seasonal workers, the gainfully occupied concept brings into the economically 
active population persons excluded by the labour force concept. 


Source: Dominion Bureau of Statistics, Occupation and Industry Trends in Canada, Pub. No. SP-8 
(Ottawa, 1954). 
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Appendix C 


TEXT OF LETTER SENT TO WHOLESALING ASSOCIATIONS 
AND LIST OF THOSE RESPONDING IN DETAIL 


“We have been asked by the Royal Commission on Canada’s Economic 
Prospects to prepare a study embracing all the Service Industries in Canada. 
This broad category includes all the wholesale concerns and we are writing 
to ask your assistance in preparing the section dealing with these. 


“The Commission would be most interested in the view of the trade re- 
garding their future and we would appreciate any comments you care to 
make about the future development of the wholesale industry. 


“While we would not wish to restrict you in any way, the following points 
occur to us as ones to which answers might be of interest: — 


(1) Is wholesaling in your line failing to grow relatively because of the 
loss of business by small retailers to chain and department stores? 


(2) Is it more or less costly to handle a given quantity of goods as a 
percentage of dollar sales now than a few years ago? If relative costs 
have changed, do you think they have now stabilized? 


(3) Are methods of operation changing? If so, how, and where is the 
trend leading? 


“We would appreciate it if in your reply you would list briefly the prin- 
cipal types of commodities handled by your members and the area where 
most sales are made. 


“May we emphasize that the foregoing are suggestions only and any in- 
formation you can provide that would be of assistance in preparing the study 
would be appreciated.” 


Useful replies were received to above letter from the following. Question 
(1) was not asked to those marked with an asterisk. 


Marshall L. Cunningham, Western Canada Produce Association, 
Vancouver, B.C. 


E. A. Saunders, Nova Scotia Wholesale Grocers’ Association, 
Halifax, N.S. 


W. H. Dingle, Alberta Food Brokers’ Association, 
Calgary, Alta. 


David K. White, Lakehead Food Brokers’ Association, 
Fort William, Ont. 
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| George S. Stamers, New Brunswick Food Brokers’ Association, 
| Saint John, N.B. 


W. J. Phenix, Ontario Wholesale Tobacco Distributors, Inc., 
Toronto, Ont. 


H. B. McKelvie, British Columbia Tobacco & Candy Jobbers’ Association, 
| Vancouver, B.C. 


J. A. Manseau, L’Association des Distributeurs de 
Tabac en Gros de la Province de Quebec, 
Montreal, Que. 


| R. F. Chisholm, Canadian Wholesale Dry Goods Association, 
Toronto, Ont. 


E. Guter, Textile Wholesalers Association, 
Montreal, Que. 


| *Thos. H. Whellams, Canadian Automotive Wholesalers’ 
| & Manufacturers’ Association, 
Ottawa, Ont. 


J. A. Bennet, Canadian Automotive Electric Association, 
Toronto, Ont. 


*A. A. Thomson, The Manitoba Wholesale Implement Association, 
Winnipeg, Man. 


*John F. Bowler, Canadian Institute of Plumbing & Heating, 
Montreal, Que. 


Ivan Moffitt, Canadian Paper Trade Association, 
Toronto, Ont. 


*M. J. Fitzgibbons, Manitoba Wholesale Lumber Dealers’ Association, 
Winnipeg, Man. 


*T. Wood, Ontario Plywood Distributors Association, 
Toronto, Ont. 


Ronald Edgecombe, Canadian Industrial Diamond Association, 
Toronto, Ont. 


Henry R. Bockner, Fur Trade Association of Canada Inc., 
Toronto, Ont. 


C. Atherton, Canadian Toy Importers Association, 
Toronto, Ont. 


*D. C. Campbell, Canadian Association of Equipment Distributors, 
Ottawa, Ont. 
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Appendix D 


CORRELATION OF GROSS NATIONAL PRODUCT PER CAPITA 
AND SERVICE INDUSTRIES’ LABOUR FORCE AS A 
PROPORTION OF TOTAL LABOUR FORCE 


Service Industries’ 


G.N.P. G.N.P. Labour Force 
(millions of 1949 Population Per (per cent of total 

dollars) (thousands) Capita labour force) 
192i Ue SC Selon ce ee 5,949(a) 8,775 678 36.90(b) 
LOS coe 72558 10,363 729 37.90(b) 
194 eee ees 12,635 11,490 1,100 43 .40(b) 
LOS res pete 18,340 13,623 1,346 45 .30(b) 
1OSO Ree en. 61,750(c) 26,700(c) 2,313(c) $8.20(d) 


Sources: (a) Private estimate. 
{b) See Table 1. 
(c) Royal Commission estimates—see Chapter IV. 


(d) Calculated from correlation of 1921-1951 figures in the last two columns, on the basis of 
gross national product per capita of $2,313. 


Appendix 


OTHER STUDIES TO BE PUBLISHED 
BY THE ROYAL COMMISSION 


Output, Labour and Capital in the Canadian Economy — 
by Wm. C. Hood and Anthony Scott 


Canadian Energy Prospects — 
by John Davis 


Progress and Prospects of Canadian Agriculture — 
by W. M. Drummond and W. Mackenzie 


The Commercial Fisheries of Canada — 
by The Fisheries Research Board and The Economic 
Service of The Department of Fisheries of Canada 


The Outlook for the Canadian Forest Industries — 
by John Davis, A. L. Best, P. E. Lachance, 
S. L. Pringle, J. M. Smith, D. A. Wilson 


Mining and Mineral Processing in Canada 
by John Davis 


Canadian Secondary Manufacturing Industry -— 
by D. H. Fullerton and H. A. Hampson 


The Canadian Primary Iron and Steel Industry — 
by The Bank of Nova Scotia 


The Canadian Automotive Industry — 
by The Sun Life Assurance Company of Canada 


The Canadian Agricultural Machinery Industry — 
by J. D. Woods & Gordon Limited 


The Canadian Industrial Machinery Industry — 
by Urwick, Currie Limited 


The Canadian Electrical Manufacturing Industry — 
by Clarence L. Barber 


The Electronics Industry in Canada — 
by Canadian Business Service Limited 


The Canadian Primary Textiles Industry — 
by National Industrial Conference Board (Canadian Office) 


The Canadian Construction Industry — 
by The Royal Bank of Canada 


The Canadian Chemical Industry — 
by John Davis 
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Probable Effects of Increasing Mechanization in Industry — 
by The Canadian Congress of Labour, now 
The Canadian Labour Congress 


Labour Mobility — 
by The Trades and Labor Congress of Canada, now 
The Canadian Labour Congress 
Skilled and Professional Manpower in Canada, 1945-1965 — 


by The Economics and Research Branch, Department 
of Labour, Canada 


. Transportation in Canada — 


by J-C. Lessard 


Industrial Concentration — 
by The Canadian Bank of Commerce 


Housing and Social Capital — 
by Yves Dubé, J. E. Howes and D. L. McQueen 


Financing of Economic Activity in Canada — 
by Wm. C. Hood with the collaboration of 
J. V. Poapst and L. M. Read 


Certain Aspects of Taxation Relating to Investment in 
Canada by Non-Residents 
by J. Grant Glassco of Clarkson, Gordon & Co., 
Chartered Accountants 


Consumption Expenditures in Canada — 
by David W. Slater 


Canada’s Imports — 
by David W. Slater 
The Future of Canada’s Export Trade! — 
by R. V. Anderson 
Canada-United States Economic Relations! — 
by Irving Brecher and S. S. Reisman 
Canadian Commercial Policy! — 
by J. H. Young 
Some Regional Aspects of Canada’s Economic Development 
by R. D. Howland 
The Nova Scotia Coal Industry — 
by Urwick, Currie Limited 
Canadian Economic Growth and Development from 1939 to 1955 — 
by J. M. Smith 


1This is one of a series of three studies on Canadian international economic relations prepared under 
the direction of S. S. Reisman. 
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